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EASE THE SQUEEZE! 


TIGHT MONEY points out another plus-value of Title 
Insurance . . . it makes mortgages more marketable when 
funds are required quickly. 


Commonwealth Land Title Insurance 





TITLE Company insures real estate titles 
INSURANCE 


in six states . . . Pennsylvania, 
New Jersey, Delaware, Maryland, 
Massachusetts, Ohio . . . and, through 


co-insurance and re-insurance, throughout the nation. 


makes any mortgage 
a safer investment 





Review your present portfolio and consider the desirability 
of Title Insurance on your present and all future loans. 


Assets in Excess of $9,500,000 





COMMON WEALTH /LAND 


TITLE INSURANCE SINCE 1876 
Main Office: 1510 Walnut St., Philadelphia, Pa. 
TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO 
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The Great West 


Old Republic 


Life Insurance Company 


The soaring mountains of the Great West tower 
above its broad, level plains. Widespread range- 
lands and fields pour their natural wealth into 
its prosperous cities. Here, in rodeos and round- 
ups, the people keep alive their traditions of 
daring and fortitude. In remote mountain areas 
sportsmen, following the promise of abundant 
game, cross trails with solitary prospectors. Visi- 
tors from the world over seek the Great West to 
enjoy its majestic, spacious beauty ...its festivals 
...its free and friendly way of life. 








At the heart of this beautiful, growing country 
is the close-knit relationship between families, 
homes, industries and financial institutions work- 
ing toward a common goal. Here, as in all Amer- 
ica, both instalment credit institutions and their 
customers benefit from Old Republic’s complete 
line of credit life, accident and sickness insur- 
ance. A phone call, wire or letter will bring the 
man from Old Republic with details. Address 
Old Republic Life Insurance Company, 307 North 
Michigan Avenue, Chicago 1, Illinois. 
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In 1854, pioneer California settler B: 
Maria Rita Valdez sold her Rancho Rodeo w 
de las Aguas for $1300. The down payment 
was $500 cash. And so the two men who 
bought the ranch—Benjamin D. Wilson and B 
Henry Hancock—became the sole owners of ' 
what is now Beverly Hills! U 
g 
, L 
Whatever it cost, 
CALIFORNIA LAND IS PRECIOUS...BE SURE IT’S SAFE, TOO! B 
An investment in California property grows in value every year. This ” 
investment deserves the best possible protection. 
We have helped make California land safe since 1893. Throughout - 
these 64 years of conservative management, our current assets have 
accumulated to more than $44,000,000. 
Here at Title Insurance, title service is fast, low-cost and dependable. 
Our Home Office has America’s largest staff of title specialists, plus 
the only complete land records of Los Angeles County ...in 14 other 
California counties we have title plants and experienced title men. 
Here at Title Insurance is the best safeguard for buyers and lenders. p 
h 
America’s Largest Southern California’s Oldest h 
Title Company Trust Company ( 
— t 
s 
Title Insurance and Trust Compan 
t 
433 South Spring Street, Los Angeles 54 J 
California offices of Title Insurance and Trust Company in Bakersfield, Fresno, Independence, Los Angeles, Santa Ana, } 
Santa Barbara, San Luis Obispo, Ventura, Visalia. Associated Company office in San Diego (Union Title Insurance and 5 
Trust Co.). Subsidiary company offices in El Centro and San Bernardino (Pioneer Title Insurance and Trust Company) ; 7 
in Oakland and Hayward (Alameda County-East Bay Title Insurance Company) ; in Riverside (Riverside Title Com- 
pany) ; in the State of Nevada (Pioneer Title Insurance and Trust Company) ; in Portland, Oregon (*Title and Trust 
Company) ; in Seattle (*Washington Title Insurance Company). *List of counties available on request. ee 
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MBA 1957 Calendar 


March 14-15, Mortgage Servicing 


“Wortgage Banker 








Clinic, Statler Hotel, St. Louis 


March 21-22, Southern Mortgage 
Conterence, Hotel Roosevelt, New 
; Orleans 





April 15-16, Eastern Mortgage 
Conference, Commodore Hotel, New 
York. 


April 25-27, Southwestern Mort- 
gage Clinic, Paradise and Jokake Inns, 
Phoenix 


April 30-May 1, Mortgage Servic- 
ing Clinic, Biltmore Hotel, Los Angeles 


May 15, Board of Governors Meet- 
ing, Golden Gate Hotel, Miami Beach. 


May 16-18, Southeastern Mortgage 
Clinic, Golden Gate Hotel, Miami 
Beach 


June 23-29, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago 


June 30-July 6, School of Mortgage 
Banking, Course III, Northwestern 
University, Chicago 


July 28-August 3, School of Mort- 
gage Banking, Course I, Stanford 
University, Stanford, California 


August 4-10, School of Mortgage 
Banking, Course II, Stanford Uni- 
versity, Stanford, California 


November 4-7, 44th Annual Con- 
vention, Statler Hilton Hotel, Dallas 





THIS MONTH'S COVER 


No other organization sponsors a 
program quite like the two which 
have now become traditional with 
MBA, the NYU Senior Executives 
Conference, now in its 12th year, and 
the one at SMU which has just com- 
pleted its second annual session. On 
the cover, President John F. Austin, 
Jr. addresses an NYU session; below, 
Mayor R. L. Thornton of Dallas 
speaks before a session at SMU. For 
more about them, see pages 44-52. 





please route to: 





PUBLISHED MONTHLY BY THE MORTGAGE 
BANKERS ASSOCIATION OF AMERICA 


GEORGE H. KNOTT, Editor 








| co| ro] — 








Executive and Editorial Office Washington Office 
111 West Washington Street, Chicago 2 100i—I5th St., N.W., Washington 5, D. C 


Tue Mortcace Banker is distributed monthly to members of the Mortgage Bankers Association 
of America. Opinions expressed are those of the authors or the persons quoted and are not necessarily 
those of the Association. Advertising rates on request. Subscriptions: Of the Limited, Regular and 
Associate dues, $4.00 is for a year's subscription to THe Mortcace Banker, the official. monthly 
publication of the Association. Separate copies 35¢. Entered as second class matter at the vost office 
at Chicago, Illinois, under the Act of March 3, 1879. 





Volume 17 MARCH, 1957 Number 6 





Contents 


Bloom Is Off the Building Boom—for the Moment by George Cline Smith...... 
The Price We Pay for Monetary Stability by Winfield W. Riefler...........+4. 34 
Houses, Cars and Roads by Pyke Johnson. .....cccscccsveccccccscccsesecess 38 
NN, CUD. os sii anaes dened eaten heat bbaeneih thd Ags teas 43 
‘Deen Seeesenions at POET cen BN oo o.6nicis os cs vebnctensresksawrdnnaee wes 44 
NE Is 55 iit sn Wada a nncahnin hy mater aaa on aaah S eR 53 


MORTGAGE BANKERS ASSOCIATION OF AMERICA 
Joun F. Austin, Jr. 
President 
Joun C. Hat Georce H. Patrerson Samuet E. Neer Frank J. McCasez, Jr. 
Vice President Secretary-Treasurer General Counsel Assistant Secretary and Treasurer 





Lewis O. Kerwoop Epwarp J. DeYounc 
Director, Education and Research Director, Servicing and Accounting 
Rosert J. Beran James G. Wasson 
Assistant Director, Public Relations Assistant Director, Servicing and Accounting 
Rosert J. Mtreny 
Assistant Director, Servicing and Accounting 


, 

Advisory Council of Past Presidents: Lindell Peterson, Chicago; Wallace Moir, Beverly 
Hills; William A. Clarke, Philadelphia; Brown L. Whatley, Jacksonville, Fla.; Aubrey M. 
Costa, Dallas; Milton T. MacDonald, Wilmington; R. O. Deming, Jr., Oswego, Kan.; Aksel 
Nielsen, Denver; John C. Thompson, Newark; Guy T. O. Hollyday, Baltimore ; Byron Vv. 
Kanaley, Chicago; H. G. Woodruff, Detroit; Frederick P. Cue Logan, Utah; Dean R. 
Hill, Buffalo; Byron T. Shutz, Kansas City, Mo.; A. D. Fraser, Cleveland; L. A. McLean, 
Louisville; Owen M. Murray, Dallas; E. E. Murrey, Nashville; Hiram S. Cody, Winston- 
Salem, N. C. 

Regional Vice Presidents: Region 1, Peter V. Cloke, New York; Region 2, Carey Winston, 
Washington, D. C.; Region 3, =, S. Gilliland, Jacksonville, Fla.; Region 4, Arthur F. Bas- 
set, Detroit; Region 5, Frank P. Flynn, Jr., Lafayette, Ind.; Region 6, R. G. Holladay, 
Memphis; Region 7, E. R. Haley, Des Moines; Region 8, W. C. Rainford, Granite City, 
Ill.; Region 9, Homer C. Bastian, Wichita; Region 10, J. W. Jones, Dallas; Region 11, 
Ward H. Cook, Portland, Ore.; Region 12, R. C. Larson, Beverly Hills, Calif. 

Members of the Board of Governors for ae Ending 1957: Frank J. Bell, Washington, 
D. C.; Ralph E. Bruneau, Phoenix; Edward F. Lambrecht, Detroit; Ferd Kramer, Chicago; 
Walter C. Nelson, Minneapolis; James W. Rouse, Baltimore; Robert Tharpe, Atlanta. 

Members of the Board of Governors for Term Ending 1958: Norman H. Nelson, St. 
Paul; C. A. Legendre, New Orleans; E. H. Grootemaat, Milwaukee; George H. Doven- 
muehle, Chicago; C. Douglas Wilson, Greenville, S. C. P. S. Bower, Winnipeg; H 
Vilm, Indianapolis. 

Members of the Board of Governors Term Ending 1959: Jay F. Zook, Cleveland; William 
4. Marcus, San Francisco; H. Bruce Thompson, Upper Darby, Pa.; Kenneth J. Morford, 
Seattle; Oliver M. Walker, Washington, D. C.; Robert M. Morgan, Boston. 

Members of the Board of Governors Teens: Ending 1960: Ehney A. Camp, Jr., Birming- 
ham; Nathan T. Bascom, Worcester; A. H. Cadwallader, Jr., San Auseaibs Lon Worth 
Crow, Jr., Miami; Donald E. Nettleton, New Haven, Conn.; F. M. Petree, Oklahoma City; 
Carton S. Stallard, Elizabeth, N. J. 

Associate Governors at Large: Region 1, Harry Held, New York; Region 2, Martin R. 
West, Jr., Washington, D. C.; Region 3, Eugene Knight, Tampa; Re ~a b. wea M. 
Earp, Detroit; Region 5, W. W. Wheaton, Columbus, O.; Region 6, . Warren, 
Jackson, Miss.; Region 7, Robert L. Beal, Des Moines; Region 8, Dale M. ph. 
Kansas City, Mo.: Region 9, B. B. Bass, Oklahoma City; Region 10, Alvin E. Soniat, Fort 
Worth; Region 11, Ward A. Smith, Tacoma; Region 12, Ewart H. Goodwin, San Diego. 








TITLE INSURANCE SERVICE CAN BE ACCURATE, TOO! 


There must be a reason why a number of the country’s foremost 
mortgage bankers come to Louisville Title for accurate service in 
insuring real estate titles. 

Louisville Title will work out for you a customized title insurance 
service fhat fits your needs exactly. This type of service is proving 
of great value to mortgage bankers, life insurance companies, law- 
yers, builders, and developers. 

When you deal with Louisville Title you use the services of one 
of the nation’s leading title insurance companies. We’d like to send 
you complete information about our service. 


's LOUISVILLE TITLE INSURANCE COMPANY 


+ 
| INSURANCE | : HOME OFFICE © 223 S. FIFTH STREET © LOUISVILLE, KENTUCKY 
COMPANY JI 
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PY secins Oak Block floors do 
most of their own selling before 
you say a word. Even in a bare 
room their lustrous beauty fairly sings 
of warmth and comfort, whispers 
that here’s a floor as easy to care for 
as a new table-top. But there's 
more: Higgins Block won't show 


wear in a lifetime. 


Cross-bond lamination makes Higgins 
Block the most durable wood 
flooring you can buy, forever 

free—under any conditions—from 


contraction or expansion. 


ermanently 








trouble-free ile Higgine Block makes iteclf at heme in ae 


NO EXPANSION—NO CONTRACTION 


Higgins floors SELL HOUSES! 








interior, harmonizing perfectly with traditional 
decor as well as with the modern treatment 
shown here. It comes in decorator dark tones 
as well as natural, and may be ordered unfin- 
ished if you prefer the custom look of on-the- 


job finishing. 


The trend is to Higgins Hardwood Block Flooring because: 


® Super Surface is thicker, wears longer, can be sanded and refinished as often 


as necessary 


* Prefinish saves upward of a week's job time 
custom finish ng on the job 
* New precision tongue and groove assures rapid installation 
@ Can be used over radiant heat 
_ Water repellent, vermin and rot resistant 
@ lifetime beauty, minimum upkeep 
@ Easy to install over any subfloor 


: , 3J Id 
SEE SWEETS: Architectura — Light Construction 


Hi Hi 


e 
BONDED H 


HIGGINS INDUSTRIES INC. — BOX 8169 


ooD 


22 — PIONEERS AND WORLD'S LARGEST 
MANUFACTURERS OF LAMINATED HARDWOOD BLOCK FLOORING 


The wood made world famous in Higgins hardwood-hulled fighting craft 








Also available unfinished for 



















BLOCK 















PROTECTION 


Licensed to do business in the following states: | 
Arkansas ® Florida ¢ Georgia ® Indiana © Kansas ® 
Louisiana ® Mississippi ¢ Missouri ¢ Nebraska 

Oklahoma ® Illinois (certain counties) ¢ Alabama 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, McCune Gill, President 10 South Central PArkview 7-813! 
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ONE OUT OF EVERY 48 HOMES BEING BUILT 
IN AMERICA TODAY 1S PRODUCED BY... 





are sound long-term investments 


National Homes builder-dealers offer homes of greater saleability . . . combined 
with quality construction that means lasting satisfaction. With dozens of basic 
plans and hundreds of attractive variations created by Charles M. Goodman, 
AIA, the nation’s foremost residential architect, home buyers can choose homes 
with the difference in appearance that protects property values. 

These are only a few of the reasons why more than 600 banks, insurance com- 
panies, building and loan associations and other lending institutions—including 
the largest in the nation—invest in National home mortgages. National homes are 
so well planned and built that, through the years, their resale value stays well above 
average. National Homes Corporation, Lafayette, Indiana. Plants at Lafayette, 
Indiana; Horseheads, New York and Tyler, Texas. 
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* protection for mortgages 


is best obtained with title 


insurance by American Title . . . 
Licensed to write title insurance in— 


ALABAMA ARKANSAS COLORADO FLORIDA GEORGIA INDIANA KANSAS KENTUCKY LOUISIANA 

MICHIGAN MINNESOTA MISSISSIPPI MISSOURI MONTANA NEW MEXICO NORTH CAROLINA 

NORTH DAKOTA OHIO OKLAHOMA SOUTH CAROLINA TENNESSEE TEXAS WEST VIRGINIA 
WISCONSIN WYOMING © PUERTO RICO VIRGIN ISLANDS 


Efficient Sowice based on 20 yean experience 
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INTRODUCING NEW INLAND 700 SERIES 


NTEMPORARY 


TO SELL FOR 


+9000 — *16,000° 











ECONOMY LINE—MODEL 703 DELUXE LINE—MODEL 710 B-G 





*Less lot, depending on local area costs. 





CONSTRUCTION LOANS ARE Unlimited opportunities for variation. 90 different 


AVAILABLE THROUGH THE 


INLAND MORTGAGE CORPORATION, planned colors. Kitchen built-ins. Sliding glass walls 


| IF YOU QUALIFY. and Modernfold doors. All at Inland’s usual down- 
to-earth package price! 


elevations. Hundreds of choices of interior and 


exterior finishing. Front or end to the street. Pre- 


ASSISTANCE IN ARRANGING PERMANENT FINANCING, 


Matar. Homes 


BOX 915, PIQUA, OHIO—PHONE 3880 
BOX 137, HANOVER, PENNA.—PHONE 2-7279 


FREE ILLUSTRATED 
BOOKLET vives full de- 
tails. Write on your 
letterhead for your 
copy now. 
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LLIK INS B 
INSURANCE BROKERS AND AVERAGE ADJUSTERS 


Principal offices: Chicago * New York + Detroit * St. Louis + San Francisco + Seattle - Boston ° Montreal 
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This is a picture of today’s “strong 
man” of the building industry — the 
modern concrete block. The standard 
8x8x16-inch block shown here has 
withstood laboratory weight tests to 
65 tons—equal to a large Army tank. 


You naturally are interested in the 
strength of the materials that go into 
the houses you finance. You want to 
invest in a house that will stand up 
for the life of the mortgage. A safe, 
long-term investment for your funds 
can't be made in a “short-term” house. 


The resistance offered by a concrete 
masonry house to the many destructive 


forces of nature make it a logical 
choice for your long-term money. 


The intrinsic strength of concrete 
masonry makes it an ideal building 
material, especially where earthquakes. 
hurricanes or tornadoes are common. 
Decay and termites do not affect it. 
Fires, internal or external, get nowhere. 
This is especially true if there is a 
concrete floor and an asbestos-cement 
shingle or concrete tile roof. 


Granting that insurance protects you 
against loss, the fact remains that in- 
surance does not protect you from the 
many headaches of adjustment and re- 


investment. You will find that it is 
much safer and more economical to 
invest your money in sturdy concrete 
masonry houses, where it can keep 
earning continuously. 


Another point to consider is high 
repair bills. Mortgage payments are 
more certain when money doesn’t go 
for repairs. Concrete masonry houses 
require very little maintenance. Their 
resale values are reliably high. 


For strength, endurance and an ex- 
tra-safe place for your long-term mort- 
gage money. nothing compares with a 
house built with concrete masonry. 


PORTLAND CEMENT ASSOCIATION 33 West Grand Avenue, Chicago 10, Illinois 


A national organization to improve and extend the uses of portland cement and concrete through scientific research and engineering field work 
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alert mortgage bankers 
Look to I 


Appraisers, builders, home buyers, and lenders all recognize Hotpoint's great 
reputation—a reputation built on honest adherence to the highest standards 
of engineering, performance, manufacturing, and service. 

That's why financing agencies give maximum evaluation and higher mort- 
gages when homes include Hotpoint appliances. They know that Hotpoinc 
appliances perform with maximum satisfaction—year after year after year. 

Hotpoint kitchens and laundries can be included in FHA and VA mort- 
gages—so they cost home buyers only a few dollars a month. 

For all of these reasons, the inclusion of Hotpoint appliances in a home 
works to everyone's advantage—home buyer, builder, realtor, and lender. 

For honest value and performance, you can’t beat Hotpoint 
appliances! For details, contact your Hotpoint Distributor today! 


feok te Hotpoine fot the finast..fiut 


RANGES + REFRIGERATORS + AUTOMATIC WASHERS + CLOTHES DRYERS + DISHWASHERS 
DISPOSALLS” + WATER HEATERS + FOOD FREEZERS + AIR CONDITIONERS + CUSTOMLINE + TELEVISION 
HOTPOINT CO. (A Division of General Electric Company) 5600 West Taylor Street, Chicago 44, Iilinois 
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HARNISCHFEGER 
P&H 


HOMES 


HAVE 
A HIGHER 











Value of a new home is one thing; resale value, another. 
When you invest in a long-term mortgage, you want to 
know that the home “has what it takes” to command 
the highest possible resale price during the next 5, 10, 
or 20 years. 

_ For this reason, more and more lenders are investing 
in Harnischfeger P&H home mortgages. They know 
through experience, and through talking with builders 
and realtors, that P&H homes have an exceptionally 
high resale value. And with America on the move— 
with the number of job transfers constantly increasing 
—this advantage offers welcome security to investors 
and home owners. 

The reasons behind the high resale value of Harnisch- 
feger P&H homes are basic. First, their designs are 
based on practical family needs—not fancy “frills” 
that suit a passing whim. Because of this, P&H homes 
don’t become “dated.” They combine the best features 
of contemporary and conventional designs . . . offer the 


HARNISCHFEGER 


Manufactured by Harnischfeger Homes, Inc. 
Port Washington, Wisconsin « Phone 611 
Financing affiliate: Harnischfeger Homes Acceptance Corp. 
Port Washington, Wisconsin 











ANOTHER 
REASON 
WHY 
LEADING 
INVESTORS 


LIKE 
P&H 





HOME 
MORTGAGES! 








widest appeal to the largest segment of the population. 

Another reason is the outstanding quality of ma- 
terials that go into P&H homes—“over and beyond 
that of competitive homes,” building inspectors tell us. 
Result: P&H homes are better able to withstand the 
long years of use, the wear and tear of extreme weather 
conditions. 

Add all this to the 22 years Harnischfeger Homes, 
Inc. has been manufacturing quality homes, plus the 
advantages of its affiliation with its parent company, 
Harnischfeger Corporation, internationally known 
manufacturer of diversified products—and you'll see 
why there’s no sounder, safer investment than a 
Harnischfeger P&H home mortgage. 

For more information, write: Harnischfeger Homes 
Acceptance Corp., Dept. MB-573, Port Washington, 
Wisconsin. For banking references, write: Chase Man- 
hattan Bank, New York, N.Y., or First Wisconsin 
National Bank, Milwaukee, Wisconsin. 


HOMES 
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Take advantage ‘of this 


REINSURANCE SERVICE 





...-On property 
anywhere in the 
United States 


A Reinsurance Service whereby Chicago Title 

and Trust Company assumes the excess of the 

risk of the local title company—on property lo- 
"ae 7 cated anywhere in the United States. You, the 
e lender, know that your title insurance policy is 
backed up by our financial strength. 

Through our Referral Service, we also assist 
mortgage lenders in selecting the best qualified 
local title company—wherever the property 
may be located. 





...AND IN 1 ! : | 
LLINOIS ‘hitle to this home 


Chicago Title Insurance Policies INSURED 


Issued locally in 78 cities—right where the property is located. Should 
anyone question the title as insured, Chicago Title and Trust Com- 


pany takes over the defense, assumes the litigation cost, promptly CHICAGO TITLE 


settles any loss. AN D T RU ST 


MORE THAN A CENTURY OF EXPERIENCE... nA TY 
MORE THAN TWICE THE FINANCIAL STRENGTH ¢ ¢ M PANY 
of any title company safeguarding Illinois real estate 


Chicago Title and Trust Company 


111 West Washington Street © Chicago 2 
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NOW 
COMPLETE 


a practical 





3-volume guide 
to profitable 
operations 

in today's 
mortgage market 











... to help you 


reduce risks, 
systematize 





operations, and 
build business 


SEE THE LIBRARY 


10 DAYS' FREE 
MAIL THE COUPON 


EASY TERMS 


ero oro er ee 


The Ylow 


SPONSORED by the Mortgage Bankers As- 
sociation of America, edited and written 
by top men in the field, the books in this 
Library tell you pre- 


With the authoritative guidance this Library offers, you can be confident that 
your mortgage lending decisions are wise—and you will make them faster and 
easier because the Library provides the correct answers to the many questions 
on financing real estate. It details completely the most effective practices in 
the field of mortgage lending, embracing mortgage operations throughout the 
country today, rural or urban, large property loans or small. All phases of 
lending operations up to closing the loan and administering the mortgage loan 
portfolio are covered in clear, practical terms. Included, too, is the most com- 
plete, step-by-step analysis of mortgage servicing available, spotlighting efficient 
methods that make loan servicing yield the greatest profit. 


MORTGAGE BANKING 
LIBRARY 


3 volumes, 1034 pages, 107 illustrations, $19.25 


American Trust Company, San Francisco; and 
many other experts who have dealt for many 
years with the particular phases of the indus- 


try about which they 





cisely how to deal with 


phase of building ac- 
tivity. Contributions are 


field — men like Dr. 
Marcus Nadler, an au- Seadier operations. 
thority on interest 





Bryant, Vice President, 


write. You can put this 


mortgage lending prob- MORTGAGE LENDING Library to the test of 
lems that arise in each | States the basic fundamentals of mortgage | actual use in your office 
lending plus the complete c 
need regarding procedure. 


information you and judge for yourself 
the valuable assistance 


credited to many recog- | MORTGAGE BANKING it can offer. Under the 
nized leaders in the | A most comprehensive analysis of all phases | Convenient terms avail- 
of the mortgage banking business, from ap- able—$4.25 in 10 days 
raising a large apartment to eniarging your and $5.00 a month— 


you can use the Library 


rates; Dr. William G. | MORTGAGE SERVICING while you pay for it 
Murray, dean of farm For any question — from the smallest to the with no extra charge 


: s onns. largest — a reliable guide to all that is best, at : 
appraisers; Willis R. most efficient, and proven in mortgage servicing. for installment pur 


chases. 








® effective, accurate market forecasting sys- 
tems that will work in your business 
regardless of size 

@ best methods for handling construction 
loans, forms used, payout methods, and 
inspection procedures 

@ handling of receipts and issuing tax cer- 
tifications 

@ steps to promote speed and efficiency in 
receiving payments 

@ balancing of escrow accounts 





Scores of profit-building pointers like these: 


classification and handling of delinquent 
accounts and collection of late charges 


loan-application procedures 

inspection and appraisal of collateral 
methods and techniques used in develop- 
ing new business 

11 basic requirements for maintaining VA 
guaranty 


@ mortgages eligible for FHA insurance 


and much more 





McGraw-Hill Book Co. Dept. MRB-2 | 
327 West 4ist St., New York 36, N. Y. | 
Send me the Mortgage Banking Library for 10 days’ examination. | 
In 10 days I will (check one) (J send the full purchase price of $19.25; or [1 $4.25 in 10 days, | 
and $5.00 a month for 3 months. Otherwise, I will return books postpaid. ; 
ee sniininanniaiansaiicealliag actin eniiomastenntciinatuaieneiadagiiinhers iain | 
0 ee cinaicnltigibiginlibiedieeiedlints — 4 
ee eS | ees 8A aE ee 
eee ___Company- ritieasgclnlstinsivinamiiasaccnaiiits - 
For price and terms outside U.S., write McGraw-Hill International, New York City MRB-2 | 
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Highways and Byways of Business 








Credit Restrictions Must Be Relaxed If We 
Maintain Building Volume, Builders Say 


“I do not recommend direct lend- 
ing (in the mortgage field) except 
where private financing is not avail- 
able,” said Sen. John Sparkman of 
Alabama. “But Congress will 
to direct lending if we have to do it 
and, after all, what is the differ- 
ence between direct mortgage lending 


resort 


and priming the pump at Fanny 
May?” 
Thus, in a few sentences, Sen. 


Sparkman, without intending to do 
so, spoke the keynote at the annual 
Convention of the National Associa- 
tion of Home Builders. More than 
30,000 strong from just about every- 
where gathered for an annual look 
at the for home construc- 
tion. found was that the 


prospects 
What they 


market for hundreds of thousands of 
new homes is still here, waiting to be 
served—but the financing is lacking. 
And to get the money to carry on was 
their principal concern. 

It was taken for granted that there 
would be complete agreement on the 
absolute need for hiking the VA inter- 
est rate. But the builders also plumped 
for a study of our monetary system, 
such as the President and others also 
favor. They want more funds for 
FNMA, a liberalized FHA. 

Retiring President Joseph Haver- 
stick was particularly critical of the 
Federal Reserve Board’s so-called 
“tight money” policy on the grounds 
that it squeezes the home buyer and 
builder unfairly without cutting down 


the use of credit by big capital 
spenders. He pointed out that major 
industries are going right ahead with 
tremendous expansion programs be- 
cause the Government’s rapid tax 
write-off program for industry permits 
them to write off a big part of the 
cost of their borrowings. 

“This unfair competition for avail- 
able credit—for our home building is 
limited by fixed interest rates set by 
the Government on GI and FHA 
housing mortgages—is preventing 
many thousands of American families 
from obtaining homes they want and 
need,” he said. 

He noted that in 1956 industrial 
spending for expansion of plant and 
equipment amounted to $38 billion, 
21 per cent more than in 1955, and 
that 1957 expansion spending is ex- 
pected to rise another 11 per cent. 


“The 


time is long past due,” he 
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said, “for the Government to dis- 
continue these special tax benefits for 
all except the most essential defense 
needs. This would do much to reduce 
the inflationary pressures on our credit 
supply, which have caused the Federal 
Reserve Board so much concern, and 
restore an equitable balance to the 
money market.” 

He warned that if the months-long 
decline in home building is permitted 
to continue checked, it will lead to 
widespread unemployment among the 
more than one million on-site con- 
struction workers in the industry. This, 
in turn, would have an unsettling 
effect on all of the many allied indus- 
tries which depend heavily on home 
building and inevitably would spread 
throughout the entire national econ- 
omy, he said. 

“We are not asking for special 
privilege. We are asking only for an 
end to the unfair discrimination that 
has forced the home buyer and the 
home builder to bear the entire brunt 
of credit control. 


“It is an ironic commentary on the 
effectiveness of the existing credit re- 
strictions that any American family 
can obtain credit to finance a vacation 
trip to Europe but it can’t finance a 
new home on a mortgage guaranteed 
by the United States Government.” 


He offered these recommendations 
to help ease the credit squeeze on 
housing : 
>> A prompt and_thorough-going 
study by Congress and the Adminis- 
tration of the monetary and credit 
control system and of the overall tax 
structure with a view to correcting the 
defects which have helped bring on 
the present mortgage crisis. 
>> A nation-wide program to stimu- 
late greater consumer savings in order 
to put more money into the credit 
supply. In addition, home owners 
should be encouraged to pay off their 
mortgages as rapidly as their budgets 
will allow, without penalty for retiring 
the mortgage in advance of the ma- 
turity date. 
>»? An increase in the VA interest 
rate to bring it into line with FHA. 
2? Development of new sources of 
mortgage credit through the huge 
pension trusts and labor union welfare 


funds. 
>> A $250,000,000 increase in Treas- 
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ury-owned capital in the Federal Na- 
tional Mortgage Association, which is 
rapidly running out of funds to sup- 
port the mortgage market. This 
new capital stock would give FNMA 
an additional $2,500,000,000 to buy 
FHA and VA mortgages. 

“Given am confident 
that the home building industry will 
meet the challenge of 1957 and re- 
solve the problems that confront it,” 


these aids, I 


he said. 

As the huge gathering was packing 
to go home, the spot light turned back 
to Washington where, on many fronts, 
the question of home building and 
home financing was getting top con- 


sideration. The possibility of really 


broadscale direct government lending 
could by no means be ruled out. 
Many legislative proposals called for 
investing as much as $1 billion of 
National Service Life Insurance funds 
in GI loans—at 4 per cent. Liberali- 


zation of FHA terms was widely 
demanded. And, as far as Capitol 
Hill was concerned, there was any- 


thing but general agreement that the 
+, per cent VA rate was going to 
be raised. And if it isn’t, these loans 
will fade out of the picture, the top 
VA spokesman told the Veterans 
Affairs Committee. 

All in all, it appeared that the 
coming months would be an interest- 
ing period in the capital. 


Investors Are Placing a Sizable Amount of 
Investment Funds in Ship Mortgage Loans 


When Nels newly-elected 
first vice president of the National As- 
sociation of Home Builders, turned to 
Dr. James J. 


research of the 


Severin, 


O’Leary, director of 
Life 
ciation of America to inquire if quite 
a bit of money of the 
life companies was going into “ship 


Insurance Asso- 


investment 


mortgages,” the latter replied that, 
indeed, quite a few of these loans 
had been made. The occasion was 
the discussion of mortgage financing 
at the Association’s Chicago Conven- 
tion last month and, as one might 
suspect, the question of channeling 
more funds into mortgages to finance 


building dominated the thinking, the 
speeches and the action. 

“And that money,” observed Mr. 
Severin, “is money that might well be 
going into home mortgages.” 

And well it might, but these in- 
vestors have found this relatively new 
investment medium a rather attractive 
one and more and more funds are 
going for “ship mortgages.” Unless 
there is some pronounced change in 
the general investment climate, these 
loans likely will continue to prove 
attractive. 

Why these ship mortgages, what are 
they and how did they come about? 
The Wall Street Journal has reported 
extensively on their development. Two 
reasons are responsible for this rela- 
tively new medium, it says: 

“One has to do with a growing 
desire on the part of the big inter- 
national oil companies to reduce their 
ownership of tankers in foreign service 
and to contract instead with inde- 
pendent operators for their shipping 
requirements. Such operators, they 
feel, can run ships more efficiently 
than they can. They also wish to free 
capital for what, to them anyway, are 
generally more lucrative forms of in- 
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vestment: Exploration and production 
aimed at upping crude oil output. In 
addition, the chartering of 
from outsiders gives oil companies 
greater flexibility in their 
shipping needs and presents them with 
since rental 


vessels 
meeting 
certain tax advantages 
expenses are generally greater than 
allowances, which are 
insufficient to meet 


depreciation 
only too often 
replacement costs. 

“The other reason for the increas- 
ing interest of financiers in the owner- 
ship of ships stems from the enactment 
of a law, 1017, of the 84th Congress 
which amended Title XI of the Mer- 
chant Marine Act of 1936 to permit 
Uncle Sam to guarantee up to 10 per 
cent of the mortgage of a vessel built 
in this country by an American citizen 
for operation under the U. S. flag. 

“The enactment of Public 
1017 opened the door to an entire 
new community of ship lenders. Sav- 
banks in New York State, for 


Law 


ings 

example, which were previously pro- 
hibited from entering into a_ ship 
mortgage solely because their lending 
on this type of property was not 
expressly authorized by State law, 


found they could lend instead on the 
‘solemnly pledged faith of the U. S. 
The fact that this 
pledge is extended for purchase of 
a ship is only incidental as far as 
the concerned or, for that 


Government.’ 


law is 
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matter, the lender. Result: One large 
savings institution, the Bowery Savings 
Bank of New York, has already gone 
into ship-lending with commitments 
of $2,625,000 outstanding at the mo- 
ment and negotiations on another $80 
million worth abrewing, while one 
large pension fund, that of the Gen- 
eral Electric Co., recently promised to 
put up over $7 million on a ship 
mortgage—its first.” 

Life companies and large banks are 
the principal investors interested in 
ship loans. Metropolitan Life, for 
example, has been putting up ship 


SECURITY TITLE 
INSURANCE COMPANY 





money for the past decade. Two 
others, First National City Bank and 
Chase Manhattan Bank, provide rela- 
tively short-term money—preferably 
a period of no more than five or 10 
years, though they have gone as far 
as 15 years. Metropolitan Life, which 
will often take over a loan where one 
or another of the banks leave off, likes 
them long—preferably, 20 years or so. 

First National City Bank presently 
has something over $400 million in 
ship loans and commitments. Chase 
Manhattan has approximately $150 
million. 
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At Metropolitan, 1957 commit- 
ments on vessel purchases are expected 
to at least match 1956’s $100 million- 
plus. More institutions joining the 
charter-lending activities include 
Prudential, Guardian Life, Penn Mu- 
tual and Provident Mutual, Connecti- 
cut General, Northwestern Mutual 
and John Hancock. Nearly all these 
institutions plan to lend more on ship 
charters in the coming months than 
they’ve ever done in the past; many 
never did any lending of this kind at 
all before 1956. 

“Indeed.” says The Wall Street 
Journal,” the principal concern of ship 
lenders at the moment, seems to be 
less on the availability of funds than 
on the length to which delivery dates 
have been strung out. Today, com- 
mitments on vessels, especially those 
to be built abroad, must be entered 
into for dates beginning as far in 
advance as five years longer, because 
of heavy shipyard bookings. The usual 
lender will pick up during the period 
prior to the starting date of the loan 
is only partial compensation for his 
promise to provide so much money at 


Yo per cent commitment fee the 


a specified rate of interest for a given 
period of time starting at a date fairly 
far into the future.” 

How much money is going into 
these loans, how much has already 
been invested in them? Exact data are 
not available but it is certainly sub- 
stantial. The Wall Street Journal 
quotes an official of Metropolitan, 
said to be the biggest investor in these 


loans, to this effect: 

“The total of ship loans and com- 
mitments held by U. S. financial insti- 
tutions at the present time must 
currently be running in the neighbor- 
hood of $1,250,000,000. I doubt if 
the total was over $250 million back 
in 1950 or over $100 million before 
World War II, in 1939. And I think 
it’s going to go on growing.” 


Conventional Loans Regain Lost Popularity 
in Tight Money Market; FHAs and VAs Drop 


It’s not startling news, but conven- 
tional loans continued to advance in 
popularity with lenders in the last 
three months of 1956 at the expense 
of government-backed mortgages, says 
NAREB’s survey. 

The manner in which interest rates 
on conventional loans on new houses 
went up during the year is shown by 
the fact that in March, 64 per cent 
of the 284 communities surveyed re- 
ported a prevalent interest rate of 5 
per cent, while in December only 19 
per cent of the areas reported the 5 
per cent rate prevailing. By Decem- 


ber, 60 per cent of the cities indi- 
cated that the dominant rate was 
between 5 and 6 per cent and 20 per 
cent said it was 6 per cent. 

A roughly similar rate was found 
to exist with respect to existing houses 
built since 1940. In March, the 5 per 
cent interest rate was found prevalent 
in 55 per cent of the areas surveyed; 
by December, only 9 per cent of the 
country was able to report a dominant 
rate of 5 per cent. The largest per- 
centage of communities—49— found 
the prevalent rate to be between 5 
and 6 per cent in December, while a 
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6 per cent rate was found general in 
37 per cent of the cities. 

Houses built before 1940 exper- 
ienced the sharpest interest rate rise 
if loans were obtainable at all. By 
December, the prevalent interest rate 
was 6 per cent or over in 64 per cent 
of the reporting communities, a 
marked increase from the 36 per cent 
of the areas that made a similar 
report in March. 

Che increased selectivity of lenders 
on conventional mortgages was ap- 
parent in the tabulation of reports on 
availability. 

Last spring, the supply of loan 
funds for new house mortgages was 
described as “ample” by 62 per cent 
of the communities. This percentage 
dwindled through the year until, by 
December, it had shrunk to 20 per 
cent. Conversely, the “tight” situation 
reported in only 9 per cent of the 
cities in March, had grown to include 
29 per cent of the areas in December. 

A comparable trend was found in 
1956 for existing houses built since 
1940. In March, “ample” funds were 
said to be available in 54 per cent of 


the communities; in December, this - 


situation was true in only 15 per cent 
of the country. A “tight” loan avail- 
ability report, turned in by only 10 
per cent of the reporters in March, 
grew to include 36 per cent of the 
survey by December. 
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Hardest hit by shrinking availabil- 
ity, however, were homes built in 
1940 or before. Thirty-seven per cent 
of the reporters said that “ample” 
loan funds existed for this type of 
housing in March, but only 8 per cent 
made a similar report in December. 
On the other hand, the 26 per cent 
of the survey reporting a “tight” 
availability situation last spring had 
grown to 51 per cent making a similar 
report in December. 

The extent of the lender swing to 
conventional loans and away from 
FHA and VA is shown by October 


dollar amount and per cent change 
figures for all three categories on the 
basis of FHA and VA compilations 
and conventional recordings of $20,- 
000 or less. 

In October, 1956, compared to 
October, 1955, investment in conven- 
tional mortgages ($1.7 billion) had 
risen 21.3 per cent, while FHA ($230 
million) was 15.1 per cent lower, and 
VA ($501 million) was 30.1 per cent 
lower. The amount of dollars flowing 
into FHA loans was lower for each 
month from March on than for com- 
parable months in 1955; for VA mort- 


see HOW FF-L-E=-X-l-B-L-E 
ALSO speets ECONOMY! 





The flexibility of the York Record permits it to be economically 


applied to any system . 


. . large or small. For manual operations, 


tabulating machine, mechanical bookkeeping, or controlled 
accounting (Single Credit). For 3 loans or 30,000. 


And, when a firm progresses from a manual to a mechanical 
system, the York Record remains an integral part of the new sys- 
tem. The greater the expansion, the greater the savings. So start 
today, standardization enables us to stock thousands of popular 


patterns for immediate shipment. 


Also ask about York Loan Amortization Schedules which provide 
accounting records for borrower and investor. The coupon brings 


you full details. Mail it NOW! 


YORK TABULATING SERVICE 


INCORPORATED 


Publishers of Prepost 


225 East Clarke Avenue 


'] Price $1.00 Postpaid: Single Debit Mortgage Accounting Procedures 
[_] Price $1.00 Postpaid: Single Credit Mortgage Accounting Procedures 


ZONE 


- Please send me the booklets | have checked. 
_] FREE—The Story of York Records and Schedules 
: [_] FREE—A Resume of Single Debit, Single Credit Systems 
| 
a 
a NAME AND TITLE 
a COMPANY 
i STREET 
- CITY 
he 


ed Mortgage Record e198 


York, Penna. 





STATE 


eiiedl semen eee een eee eee eee 


THE MCRTGAGE BANKER « March 1957 21 














... in Pennsylvania 


... in New Jersey 





...in Delaware 


...in Maryland 





... Mm Virginia 


...in Tennessee 





HEADQUARTERS 
BRYN MAWR, PA. 


Telephone: LAWRENCE 5-9600 


* 


Gordon M. Burlingame, 


President 





gages, it was lower each month this 
year than in the comparable period 
a year ago. 

The market for FHA Section 203 
loans deteriorated appreciably as 1956 
progressed. While reports on the im- 
pact of the 5 per cent FHA rate are 
not included in this survey, some 
reporters expressed the hope that the 
higher FHA yield would attract in- 
stitutional investors; other felt that 
FHA would continue to lose 
ground to conventional The 
yield on the latter was ex- 
pected, in some areas, to continue as 
a strong factor and possibly to hold 
FHA discounts at previous levels 
despite the increase in the interest 
rate. 

While the effect of the FHA in- 
terest boost on lenders remains unan- 
swered, its impact on VA loan prices 
was definite and drastic, according to 


loans 
loans. 
better 


the study. 

The VA-guaranteed loan for a term 
of 20 years or less with a 10 per cent 
payment—traditionally looked 
upon by lenders as the most favorable 
type of GI loan—was reported to be 
enjoying an “ample” supply of loan 
funds in 30 per cent of the cities last 
March. By December, this was found 
to be true of only 4 per cent of the 
country. Funds for this type of loan, 
“unavailable” in only 10 per cent of 
the survey last spring, were lacking in 
24 per cent of the communities in 
December. this category 


down 


Loans of 


with smaller down payments were 
found to be in even more difficult 
availability situations. 

Nearly three out of four VA loans 
in 1956, however, had a maturity of 
25 years or longer. Hence, the situa- 
tion with respect to these loans is 
more characteristic of the VA market 
as a whole. 

VA-guaranteed loans with 25 year 
terms and a 10 per cent down pay- 
ment were in “ample” fund availability 
status in 29 per cent of the country 
last March and in only 2 per cent of 
the survey area in December. Funds 
for this type of loan, “unavailable” in 
only 15 per cent of the cities last 
spring, were “unavailable” in 34 per 
cent of the communities in December. 

The 30-year VA-guaranteed loan, 
viewed with caution by many lenders 
even when linked with a 10 per cent 
down payment, had no funds avail- 
able in 63 per cent of the country in 
December. Last spring, the “unavail- 
ability” situation obtained in only 45 
per cent of the survey areas. Loans 
of this type with smaller down pay- 
ments fared even worse, with 76 per 
cent of the communities reporting 
funds not available in December in 
cases with only a 2 per cent down 
payment. 

Secondary market discounts on VA- 
guaranteed loans increased markedly. 
With respect to the 20-year or less 
term loan coupled with a 10 per cent 
down payment, discounts of over 3 
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per cent were prevalent in 51 per 
cent of the areas surveyed in De- 
cember. Such discounts were charged 
on this type of loan in only 5 per cent 
of the cities last spring. 

In the case of 30-year term loans 


Growth of Debt in U. 


backed by only a 2 per cent down 
payment, discounts of over 3 per cent 
were general in 89 per cent of the 
survey in December—a situation that 
was true in 50 per cent of the coun- 
try in March. 


S. Emphasizes Lack of 


Savings to Finance Continued Prosperity 


A shift of more than ordinary con- 
sequence has been taking place in the 
distribution of the public debt, high- 
lighted by the growth of debt owner- 
ship by the Federal Government itself 
through the Social Security trust funds 
and other investment accounts it con- 
trols. 

The latest figures show that indi- 
viduals as a group still hold top hon- 
ors in debt ownership, with a total 
of nearly $67 billion of Government 
securities as of last June 30. This is 
due primarily to some $50 billion of 
savings bonds held by the people. A 
basic element of Federal fiscal policy 
has been to finance the public debt 
out of the savings of individuals and 
other investors to the greatest possible 
extent to promote economic stability 
and to help keep inflationary pressures 
under control. 

While the commercial banking sys- 
tem continues to hold the No. 2 debt 
ownership spot, the Government- 
controlled investment accounts, whose 
predominant source of funds is the 
taxing power, have been coming up 
rapidly as a contender. As of last 


June 30, these Government accounts 
had upped their ownership of the 
public debt to $531 billion as against 
just over $57 billion then held by the 
commercial banks. 

Thus the spread between the two 
was little more than $3 billion at 
that time. By contrast, the commer- 
cial banks held some $10 billion more 
of the public debt than did the Gov- 
ernment investment accounts six 
months earlier, at the end of 1955; 
and a year before that the margin was 
practically $20 billion in favor of the 
banks. 

A big factor in this shift is the 
“tight money” situation and the lag 
in personal savings in relation to the 


,? 


country’s growing capital require- 
ments, necessitating increased use of 
bank credit. Intensified pressure for 
loan and investment funds has caused 
banks and other lenders to reduce 
their holdings of Government securi- 
ties to help meet the demand. 

Of basic importance, too, is the fact 
that the trust funds, which dominate 
the Government investment accounts, 
have a built-in growth factor since 
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his side. Or so say old-timers, with 
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they consistently take in more money 
in taxes than they pay out in benefits. 
This trend is expected to continue for 
the Evidence of 
its results is that in the period since 
the end of 1945, public debt holdings 


foreseeable future. 


of the Government’s investment ac- 
counts have doubled. At the same 
time, holdings of individuals have 


shown only a modest increase while 
those of the commercial banks have 
dropped by more than a third. 

A contributing element is that the 
Government itself has been reducing 
its debt a little for the first time in 
several years, thanks to the tax harvest 
brought by prosperity. This also tends 
to affect ownership patterns outside 
the Government investment accounts, 
since the latter by law are required to 
invest 100 per cent in U. S. Govern- 
ment securities. 

Che 
trolled 
fund, which 
10 per cent of the total in all U. S. 


Government-con- 
OASI 
holds 


dominant 


account is the trust 


now alone over 


investment accounts. 


About 600 Cities 
Plan Slum Control 


Programs to slums and 


blighted areas either were under way 


remove 


or were about to be started in 582 
American cities at the close of 1956, 
NAREB reports. 

Chis figure includes cities which 


have adopted and are enforcing hous- 
ing codes in compliance with FHA 
regulations in preparation to starting 
housing rehabilitation programs. 
Many of the 582 
started several years ago without any 
of the federal avail- 
able in the forms of loans and grants, 


programs were 


assistance now 
or even government insurance on low- 


down-payment, long-term loans for 


medium and low cost housing con- 
struction and rehabilitation. 

Others were begun under the FHA 
Title I authorized 
government insurance of loans up to 
$2.500 for 
provement purposes, 

Since 1952, 348 cities have adopted 
and are enforcing improved housing 
codes, and most of them have started 


program which 


three years for home im- 


programs to clean up slums and de- 
teriorated housing areas through 
neighborhood conservation and reha- 
bilitation work. 
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Walter S. Dayton of NAREB said 
growth of the movement to save the 
nation’s existing housing and to im- 
prove substandard housing has been 
due, in part, to such moves as: 


>> Informing the public that while 
slum and blighted housing areas con- 
tribute little to cities in the way of 
tax dollars, they cost much more than 
other city areas for health, safety, 
police, and fire protection. 


>»? Informing city officials what mod- 
est and low-income families can do 









DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 
Title Insurance Company. 


under improved housing laws ap- 
proved by Congress in 1954 and 1956 
to. own their own homes through 
small down payments and long-term 
mortgages under urban renewal pro- 
grams. 

He predicted an even greater speed- 
up of local programs in 1957 to wipe 
out substandard housing, and said it 
is “absolutely necessary if the nation 
is to supply adequate housing to meet 
the current heavy demand and the 
demand of the 


foreseeable heavier 


very near future.” 


ABSTRACTS and TAX reports on real property in 
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in all matters involving real estate transactions. 
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An Important Economic Factor Is Greater 
House Market Because We Live Longer Now 


Every year, about one person in 
every fourteen in the American pop- 
ulation reaches an age that not only 
represents a milestone in the individ- 
ual’s life cycle but has widespread 
economic and social implications as 
well. 

The figures show that the total 
number reaching these “threshold” 
ages, as they are termed by the Bur- 
eau of the Census, added up to more 
than 11.7 million persons in the year 
ending last June 30. 

[This is the highest such number 
on record, and was the equivalent of 
7 per cent of the entire population 
of the United States, including the 
Armed Forces overseas, on that date. 

The breakdown of these “mile- 
stone” ages, and some indication of 
their significance, are as follows: 
>> Some 3'% million reached the age 
of 6, thus becoming old enough to 
start school. Because of the post- 
World War II baby boom, the num- 
ber reaching age 6 annually in the 
last few years has been over a million 
greater than it was a decade ago. 
This is the basic factor in the nation- 
wide school building program and 
underlies much of the current record 
capital needs of State and local gov- 
ernment. 
>> Over 2% million reached the age 


of 14, and thereby became enrolled in 
the Census Bureau’s count of the labor 
force, which enumerates everyone 14 
and over as a potential worker. In 
these days of longer schooling, of 
course, few go to work at 14; but 
the figures do show that an appreci- 
able number of youngsters begin their 
work experience and earn some money 
at 14, Summers or after school. 

2? About 2% million reached age 
18. This age is now particularly sig- 
nificant for the boy for it makes him 





Now ... New Revised Edition 
DIRECTORY OF AMERICAN 
SAVINGS AND LOAN ASSOCIATIONS 
First and only complete directory cov- 
ering U. S. and territories, District of 
Columbia, listing over 6200 institutions. 
Classified by State and City. Name of 
Association, location, key officials, as- 
sets, member Federal S & L Ins. Corp., 
member Federal Home Loan Bank Sys- 
tem. About 1500 dividend rates shown. 
256 page cloth bound volume. 
$25.00 postpaid. 10% cash discount. 
Sample page on request. 
T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 











eligible for the draft. From a broader 
point of view, the average youngster 
of 18 has finished his secondary school 
education. Many at this age become 
full-time members of the working 
population. Many others go on to 
college or other institutions of higher 
education or special training to be- 
come a part of the trained manpower 


pool of which this country is in in- 
creasing need. 

>> Some 2.2 million reached the age 
of 21, thereby becoming full-fledged 
citizens of the United States, with 
the right to vote and with all the 
obligations and responsibilities that 
citizenship entails. By this age, too, 
the majority had already mapped out 
their future careers as productive 
members of the working population, 
and a large number had already 
started on them. 
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>> Just under 1% million reached 
age 65. This is the eligible retirement 
age for men under Social Security 
and a large number of private pen- 
sion retirement programs, and the 
figures show that more than half of 
all those 65 and over now have some 
assured lifetime income under a pub- 
lic or private retirement program. 

However, the one-time criterion of 
age alone as marking the end of a 
person’s economic usefulness is be- 
coming less and less tenable, thanks 
to the increasing life span, the phys- 
ical vigor and accumulated experi- 
ence of millions in their mid-Sixties 
and the nation’s need for more pro- 
duction. In fact, millions of those 65 
and over continue to work, according 
to Government data, and their earn- 
ings represent the biggest single source 
of the combined income of all those 
in the 65 and over age group. 

Of course, while the five ages listed 
above represent major “thresholds,” 
they do not include all the milestone- 
ages in a person’s life cycle. As for 
example, when a person marries, or 
when he founds his family, or buys 
his first home. 

Nor do the Census Bureau figures 
show when a person gets his first les- 
son in thrift and learns the value of 
a dollar; but it is known that millions 
are taught about saving in childhood, 
either at school or in the home. 

Looking back over the last quarter- 
century, the record shows that the 
number reaching the age of 65 an- 
nually is the only group to grow 
consistently. In the last few years the 
number reaching age 6 has hit a new 
high annual figure, but it was only in 





the 1955-56 period that the number unsound structures in their cities were 
who became 14 during the year over- occupied as dwellings. Of this group 
took the previous high annual figure of 141 cities where unsound dwellings 
for this group set in the Thirties. were occupied, 14.5 per cent reported 
However, the number reaching the that some of the dwellings were being 
ages of 18 and 21 are still well under demolished or re-converted for further 
the yearly marks set in the decade residential use, 21.5 per cent said the 
before World War II, a big factor sites in some areas were being cleared 
in the continuing manpower pinch for future non-residential use, and 51 
the nation has been experiencing. per cent of the 141 cities said nothing 

was being done about the unsound 


Number U. S. Houses structures being used as dwellings. 
Unsound Is High ; “We must get our message to the 
»1 per cent of our cities that are 
For the first time anywhere, wasting money to support slums and 
NAREB’s research division has col- decaying areas which soon will be 
lected figures, in a sample survey, slums unless something is done to 

showing to what extent structurally improve them,” the report said. 

unsound houses are occupied as dwell- “Congress has given us the tools 
ings. whereby this can be done through 
Seventy-six per cent of 180 cities of | private enterprise to create individual 


all sizes surveyed reported that some home owners.” 
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Signs of the Times 








>> SHELVED: The government has 
called off its own purchase-lease pro- 
eram for the time being. Reason: 
tight money, but actually investors 
had shown little interest. 

Under the program, buildings were 
to be constructed with private money, 
then bought on instalments over a 
period of 10 to 25 years with 4 per 
cent financing costs. 

So far, only one building is being 
constructed under the program. It 
is a $2 million post office-courthouse 
at Rock Island, III. 

General Services Administration 
tried unsuccessfully to get bids on 
more than a half-dozen projects in 
Kansas, Iowa, Wisconsin, New Mex- 
ico and West Virginia. 

The government said it should be 
emphasized “that when present in- 
flationary pressures in the construc- 
tion industry recede, advertising of 
these and other projects will be re- 
sumed. .. .” 


The entire program called for about 
$700 million of Federal buildings. 


>> BIG OWNER: But, as to real 
estate, the government is in the busi- 
ness bigger than ever. Its latest in- 
ventory shows total cost of Federal- 
owned real property at $40.3 billion. 
This compares with a year earlier 
total of $38 billion. 

The total acreage owned totals 775 
million acres. About 53 per cent of 
this, or 409.5 million acres, is in the 
U. S.; 47 per cent, or 364.2 million 
acres, is in Alaska, and another al- 
most one million acres are in foreign 
countries. 


>> NEW IDEA: B. C. Ziegler & Co. 
of West Bend, Wis., came up with a 
new idea for VA loans. They took 
a group of 36 GI mortgages, deposited 
them with a bank as trustee, and 
issued bonds against them in denomi- 
nations of $10,000, $5,000, $1,000, 
and $500. 

The interest and principal pay- 
ments from the mortgages is slightly 
in excess of the interest and principal 
payments on the bonds. The excess 


will be added to a sinking fund for 
redemption of the bonds. 

The bonds, due serially to 1972, 
will bear interest rates of 44/2, 434, 
or 5 per cent. The plan was approved 
by VA. 


>> COMPETE WITH FHA: And 
something that has been talked about 
for a long time—a private FHA— 
might be getting started in Wiscon- 
sin. A’ firm has been organized there 
to make the first attempt to compete 
with the Government in the general 
mortgage insurance field. 

Rates proposed would be substan- 
tially less than rates charged by FHA 
for mortgage insurance. 

The company has an authorized 
capitalization of $500,000, and the 
minimum requirement of $250,000 
already has been raised. 

The company will offer to insure 
lending institutions against loss on 
loans secured by first mortgages. It 
will insure against loss resulting from 
non-payment of principal, interest or 
other payments required under the 
mortgage note. 
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TITLE INSURANCE 


Tight money” is vividly demonstrating the value of title insurance. 


Now, more than ever before, title insurance stands out as the 
one part of an otherwise good mortgage package that makes a 
) mortgage more saleable. 


Ultimate investors in mortgage loans from coast to coast insist upon title 
insurance coverage on all mortgages they buy .. . and 


Many of them prefer Lawyers Title policies . . . Their experience 
has proved that... 


There is no better title insurance than a policy issued by 
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>» Bloom Is Off the Building 


Boom — for the Moment 


But wait before you draw any hasty conclusions. During the remainder of 
this decade, says Dr. Smith, any year in which we build 1,100,000 units 
or less can be classed as serious underbuilding. A more likely figure 
should be around 1,250,000 with even higher figures in the 1960s. 


What the forecasters and too many economists, in their long-term 


predictions, h«ve failed to measure accurately is the tremendous 
growth in population—55 million additional people since 
the mid-Twenties. Dr. Smith, who is vice president and 
economist for the F. W. Dodge Corporation, made this 
analysis of the various factors in the construction 

field at our SMU Conference in January. 


AST year was the best construc- 
L tion year in history— but the 
bloom is off the building boom, at 
least temporarily. 

For the first time since the end of 
World War II, Dodge figures on con- 
tract awards have been undergoing 
a definite, sustained downward slide. 
It’s modest and not particularly 
alarming; but nothing quite like it has 
happened in the recent history of the 
construction industry. 

There are at 
least two major 
schools of thought 
as to what hap- 
pened. One school 
holds that the 
boom just got 
tired; the other 
maintains that it 
had its throat cut. 
The truth, as 
usual, is probably 
somewhere between the extremes. 

It’s probably too soon to draw any 
conclusions as to whether this is the 
beginning of a long-term trend, or 
just one of those quiggles that affects 
every kind of business from time to 
time. 

But a quick look at what happened 
in 1956, especially the latter part of 
the year, reveals some interesting— 





George C. Smith 


By GEORGE 


and somewhat disquieting — things. 
Among them: 

>> As everyone is thoroughly aware, 
housing activity didn’t do very well 
in 1956. Housing starts fell about 17 
per cent below those for 1955. Our 
own contract award figures throw a 
little more light on what happened 
to housing. For one thing, the physi- 
cal volume of housing, as measured 
by the floor area provided, didn’t fall 
off nearly as much as the number of 
units. And, the dollar volume of hous- 
ing contracts didn’t fall as much as 
the floor area. 

Translated into plain English, what 
this means is that while fewer houses 
were built in 1956, the average size 
was a bit larger and the average cost 
was considerably higher. 
>> The second big trend last year 
was the emphasis on public construc- 
tion, as compared with private. Con- 
struction jobs under Federal, state 
and local ownership accounted for 
just about one-third of all contract 
awards, which represents a gain over 
1955. Moreover, government awards 
held up better than private awards 
toward the end of the year. 
>> Perhaps most surprising of all the 
things that happened to construction 
in 1956 was the disappearing act 
pulled by contracts for factory build- 


CLINE SMITH 


ings. We began the year in a phe- 
nomenal industrial building boom— 
contracts for factories in the first 
quarter ran an amazing 60 per cent 
ahead of the same quarter of 1955. 
But then something happened, and 
by the last quarter these contracts 
were running 30 per cent behind 
1955. This is truly a riches-to-rags 
story; it happened so fast that few if 
any observers are aware of it even 
now. 

>> Finally, there was a pronounced 
softening in contract awards toward 
the end of the year. This was true of 
all the major categories of construc 
tion, although government contracts 
held up better than private. While 
total contracts started out in the first 
quarter by running 17 per cent ahead 
of 1955, they wound up in the last 
quarter 11 per cent behind. 

The picture painted by these trends 
has more than a few dark clouds in 
the background. In the fashion of 
some modern paintings, it also raises a 
few questions, like “What is it?” or 
just “What does it mean?” 

For instance, what is happening to 
the big plant and equipment boom? 
Last year was the big year for business 
spending on new buildings and new 
capital equipment. The various fore- 
casting surveys of 1957 plans for new 
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investment along these lines indicate 
that this year is going to maintain 
What signifi- 
contract 
have? 


these very high levels. 
cance the drop in 
awards for factory buildings 
Are the plant and equipment fore- 
casts going to have to be revised 
downward? It is a good question. 

What is the implication of the 
increased emphasis on public con- 
struction? Obviously, it means bigger 
It means 
continued good for 
many of the factors of the construc- 
tion industry. For others, like the 
real estate business, it has less signifi- 
cance; a growth in private building 
would be better. 

Where is homebuilding activity 
going from here? Down to 900,000 
units a year, as some pessimists have 
it? Or is it going to turn up in re- 
sponse to demand pressures? 

What about construction as a 
whole? Is the sag in the last quarter 
of 1956 the beginning of a long stag- 
nation, or just a minor and temporary 


does 


spending and higher taxes. 


business, too, 


adjustment? 

And finally, as a sort of catch-all 
question, “What happened?” 

The monthly letter of the Guaranty 
Trust Company of New York says 
that we are on the horns of a Tri- 
Everyone knows that a Di- 
beast, but 


lemma. 
lemma is a 
most people are not sure just what a 


two-horned 


Trilemma looks like. 

The particular Trilemma that the 
Guaranty Survey refers to is this: The 
government is trying to keep prices 
stable in a period of full employment 
and rising wages. Stable prices, full 
employment and rising wages are just 
about as compatible as a bag full of 
cats. 

And all this has a direct bearing 
on the construction industry. 

Inflation, says Webster, is “a sharp 
and sudden increase in the supply of 
money and credit which is fol- 
lowed by a rise in prices.” We have 
telescoped this definition to read that 
“inflation is a rise in prices.” 

In past years, great inflations have 
come from three principal causes: 
discovery of great new supplies of 
gold and silver, as when the Spanish 


.. . 1955 was the year of home- 
building; 1956 was the year of busi- 
ness investment in new plant and 
equipment; and 1957 will be the year 
of public construction.” 


began exploiting this hemisphere in 
the 1500's; from “printing press” 
money, as in Germany at the end of 
World War I; and from a great in- 
crease in government debt, which 
serves as a credit base, as in most 
countries during World War II. 

Obviously, the way to control such 
inflation is by controlling the supply 
of money and credit. 

But the inflationary pressure we are 
having today seems to be of quite a 
different sort. The money supply has 
been increasing only modestly; the 
Federal debt is actually below last 
year. Of course, we have expanded 
other types of debt, and there is some 
evidence that turning the 
money supply over at a higher rate, 
but these factors are only a partial 
explanation. 

The remainder, it seems to me, lies 
in wage inflation: the ability of or- 
ganized labor to force wage increases 
faster than productivity goes up. One 
example: in the basic iron and steel 
industry, average hourly wages have 
gone up 71 per cent since 1947, while 
output per man-hour has risen only 
28 per cent. This spread can only be 
reflected in rising steel prices, which 
in turn enter the prices of everything 
made from steel; moreover, wage in- 
creases in steel set a pattern followed 
by other industries, and the increases 
tend to pyramid all through the 
manufacturing process. 

Virtually the whole campaign 
against inflation centers on restricting 
the supply of money and credit. This 
is the so-called “tight money” policy 
being pursued in Washington. Few 
people have stopped to ask just how 


we are 


tight money operates to control a 
wage inflation of the sort we now 
have. By what process would tight 


money, at one end of the line, prevent 
a manufacturer from giving in to the 
demands of labor, at the other end, 
passing the difference along to the 
public as a price increase? The an- 
swer: by putting a squeeze on profits. 
This is a fairly indirect means of 
getting at the roots of a problem, and 
it has a lot of side effects. 

Not the least of these side effects 
is the starvation of those industries 
which are most heavily dependent on 
credit. For example, homebuilding. 

The attendant profit squeeze may 
also cause businessmen to review and 
revise their future programs for plant 
and equipment investments. 


All this is part of the Trilemma. 
The problems are not easy to solve, 
and we have no reason to envy the 
job of the monetary authorities in 
Washington. Most businessmen thor- 
oughly support the objective of stable 
prices. All unions want higher wages. 
Practically everybody favors full em- 
ployment. Yet, as the Guaranty Sur- 
vey puts it, “the objectives of stable 
money and full employment are irrec- 
increases 


oncilable unless are 


limited to gains in productivity.” 


wage 


But when we face up to the politi- 
cal realities of this world, we see that 
it is going to be very difficult to limit 
wage increases to productivity. What 
can we expect? Again in the words of 
the Guaranty Survey, “the practical 
solution to the problem of conflicting 
objectives will probably be found in 
a compromise involving the partial 
achievement and the partial sacrifice 
of each.” In other words, creeping 
inflation, not quite full employment 
and some slowdown in wage increases. 
As the Survey says, “such a solution 
will fully satisfy no one, but it is 
perhaps the best that can be expected 
in a situation where government is 
asked to be all things to all men.” 

I’ve quoted the Guaranty Trust 
Company at length, because when | 
first began to develop this argument 
back in August I felt very much alone. 
It is good to have such respectable 
company. 

All this still leaves the question of 
the construction industry. The most 
ticklish problem in administering any 
monetary policy lies in knowing when 
you’ve gone far enough. In the words 
of an ancient Roman, Publilius Syrus, 
“The too constant use even of good 
things is hurtful.” I think, at the very 
least, it is time to consider whether 
the tight money policy has gone far 
enough, or too far perhaps, in the 
construction industry. Judging from 
what has happened recently in the 
stock market, this statement may per- 
haps apply to more things than just 
construction. 

I can’t believe that the construction 
industry has any great structural 
weakness that would give cause for 
alarm, beyond the more or less tem- 
porary effects of tight money (assum- 
ing, of course, that the monetary 
situation will be eased in time to 
prevent real damage. ) 

All my professional life, I have been 


involved with statistics on a large 


scale; I’ve been, at various times, a 
user, a designer, a purveyor and a 
policy maker for all kinds of business 
facts and figures, both private and 
public. I have good to be 
impressed and depressed at the gaps 
in our knowledge, but I also have 
considerable respect for the cost and 


reason 


building business and its financing, 
the lack of adequate, up-to-date fig- 
ures is unfortunate, to say the least. 

On the basis of what figures we 
have, it is impossible to tell how large 
the single family mortgage business 
is, because one-to-four-family units 
are lumped together; it is impossible 
to get a total for residential property, 


“The most ticklish problem in administering any 
monetary policy lies in knowing when you've gone 


far enough. 


In the words on an ancient Roman, 


Publilius Syrus, ‘The too constant use even of good 


things is hurtful.’ 


I think, at the very least, it is 


time to consider whether the tight money policy has 
gone far enough, or too far perhaps, in the construc- 
tion industry. Judging from what has happened re- 
cently in the stock market, this statement may perhaps 
apply to more things than just construction. I can’t 
believe that the construction industry has any great 
structural weakness that would give cause for alarm, 
beyond the more or less temporary effects of tight 
money (assuming, of course, that the monetary situa- 
tion will be eased in time to prevent real damage.)” 


the burden of filling some of those 
gaps. 

I once remarked to a leading bank 
economist that I envied him, since he 
worked in one field where all the fig- 
ures exact the 
dollar and cent. His reply, somewhat 
like General McAuliffe’s at Bastogne, 
is best rendered in print as “Nuts!” 


were down to last 


In an attempt 
sophistication in the field of mortgage 
banking, I have discovered what he 
meant. It occurred to for ex- 
ample, that I ought to have some 
figures on the relative importance of 
new construction versus transfers in 
the mortgage market; and that I 
ought to know the current trends in 
industrial and property 
mortgages as distinguished from resi- 
dential. Investigation shows, however, 
that there just aren’t any such data 
available on a current basis. What 
few aggregate government figures we 
do have, according to the usual “au- 
thoritative source” in Washington, are 
of highly questionable accuracy. Con- 
sidering all the debate over credit 
controls, and the importance of the 


to acquire some 


me, 


commercial 


because apartments are lumped with 
commercial; it is impossible to get 
a total for mortgages on commercial 
or industrial property because no dis- 
tinction is made between the two, and 
both are combined with apartments; 
and for any or all classes, it is im- 
possible to distinguish mortgages on 
new construction from mortgages on 
transfers. 

There’s no doubt, however, that 
housing is the construction field of 
most general interest. As a matter of 
fact, there’s a common tendency to 
assume that housing is construction, 
forgetting that in normal times about 
two-thirds of the industry consists of 
factories, bridges, highways, 
power plants and all sorts of other 
non-residential projects. 


stores, 


Housing activity is usually meas- 
ured by the number of units started, 
or in dollars. It’s hard to decide 
which is the worst measure. The hous- 
ing unit figures, while they have a 
fair basis in sociology, are about as 
useful economically as a total of all 
the transportation equipment in the 
country—railroad cars, boats, autos, 
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trucks and bicycles combined. And, 
the dollars are about as good a yard- 
stick as a rubber band. 

Lest someone think this is an over- 
statement, remember that a mansion 
for a movie star is one dwelling unit; 
so is a one-room, and kitchenette 
efficiency; so is a converted attic 
apartment in an old house. 

In the peak year of the Twenties 

1925) some 937,000 housing units 
were started. In the most recent big 
year, 1955, the total was about 1,300,- 
000. <A_ sociologist could conclude 
from this that we built housing for 
39 per cent more households in 1955 
than we did in 1925. True enough. 
But where does this leave the poor 
economist? 

Did we build the same basic types 
of housing in 1955 as in 1925? No. 
In 1955 more than 90 per cent of all 
the units were single family homes. In 
1925, only a little more than half of 
the units were single-family. Here 
alone is reason enough to say that the 
two years can’t be adequately com- 
pared by the use of housing starts 
figures. On top of this, even the single 
family houses have changed in size, 
architecture and function. How do 
you compare, economically, the hous- 
ing value of today’s split-levels and 
ranch houses with the bungalows, 
colonials and row houses popular in 
the Twenties? How many front 
porches does a recreation room equal? 

Faced with these problems, no one 
will blame you if you take refuge in 
the dollar figures on housing. We 
spent just under $15 billion on new 
dwelling units in 1955, almost exactly 
three times as much as in 1925. Does 
this mean that housing activity went 
up 200 per cent, instead of the 39 
per cent indicated by the housing 
starts figures? Not at all. 1955’s hous- 
ing dollar was worth only 40c in 1925 
prices. On this basis, we built only 
+ per cent more housing in 1955 than 
we did in 1925. But then we must 
wonder, how does this jibe with the 
39 per cent increase in housing starts? 
Chis is a question that’s a lot easier 
to ask than to answer; suffice to say 
that housing activity in 1955 was 
either 4 per cent, 39 per cent or 200 
per cent above 1925, depending on 
what measure we use. 

Is this problem of measurement 
worth the time we've spent on it? I 
think so, because it has a direct bear- 


32 THE MORTGAGE BANKER + Morch 1957 


ing on the very important question 
of whether or not we are overbuild- 
ing. The middle Twenties were peak 
years for housing and for other types 
of construction, and everyone re- 
members with a shudder what hap- 
pened then. The fact that housing 
activity today seems so much larger 
even than the ill-fated boom of the 


1955 rate can be interpreted as being 
below 1925’s level. It is only slightly 
below, to be sure, but we must also 
keep in mind one other factor. 

That factor is the deficit in housing 
construction in years past. The con- 
struction industry was particularly 
hard hit by the depression of the 


Thirties; and just when recovery was 


“When today’s construction activity is reduced to its 
proper proportions, it is possible for a reasonable man 
to conclude that in recent years we have been under- 
building in nearly every category of construction, per- 
haps even in housing. There are two things that must 
be kept in mind in assessing the size of today’s con- 
struction industry. The first is the enormous shrinkage 
of the construction dollar which must be taken into 
account whenever dollars are used as a measure. The 
second, very often overlooked, is the fact that the 
United States has grown much larger since 1925, and 
a larger country would normally be expected to build 
more. In 1925, there were 116 million Americans; in 
1955 there were about 165 million. This means that 
in 1925 we built one new housing unit for every 124 
people; in 1955, we built one for every 127 people...” 


[wenties has filled many a casual 
observer with fear for the future. 
When today’s construction activity 
is reduced to its proper proportions, 
however, it is possible for a reasonable 
man to conclude that in recent years 
we have been underbuilding in nearly 
every category of construction, per- 
haps even in housing. There are two 
things that must be kept in mind in 
assessing the size of today’s construc- 
tion industry. The first is the enor- 
mous shrinkage of the construction 
dollar, which must be taken into ac- 
count whenever dollars are used as 
a measure. The second, very often 
overlooked, is the fact that the United 
States has grown much larger since 
1925, and a larger country would 
normally be expected to build more. 
This latter point is particularly im- 
portant in any housing comparison. In 
1925, there were 116 million Ameri- 
cans; in 1955 there were about 165 
million. This means that in 1925, we 
built one new housing unit for every 
124 people; in 1955, we built one for 
every 127 people. In other words, the 


well under way, it was hit again by 
World War II. In 1933, only 93,000 
housing starts were recorded; other 
years were almost as low. In 1944, 
starts sank to 142,000, a level even 
lower than several of the deep de- 
pression years. During the sixteen 
years from 1930 through 1945, popu- 
lation continued to grow, slowly at 
first and rapidly later. Meanwhile, 
time continued to pass and existing 
housing continued to obsolesce and 
deteriorate. 

There is no doubt whatever that a 
huge housing deficit piled up in these 
years. There are no good measures 
of this deficit, but it could reasonably 
be argued that it has not yet been 
made up. Even if we have built 
houses in sufficient numbers to take 
care of growth (which is question- 
able) we have certainly not made up 
the depreciation that took place in 
quality of the existing stock. We still 
have large numbers of housing units 
that are below any reasonable mini- 
mum standard of quality. 


On top of this deficit, we must also 
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meet current demands. Again we face 
a very tough problem in figuring out 
just how great this demand is. 

But it that in 1956 
the housing decline came in spite of 
the fact that basic demand for hous- 
ing, by practically all standards, was 
stronger than ever. Our population 
was larger than ever before, and it 
grew by nearly three million people 
the More than 
million children—the greatest number 
in history—were born in 1956. The 
income of the American people, 
whether measured in dollar terms or 
in real terms, and per capita or per 
family, was at the highest peak ever 
Highway building, 
disasters and obsolescence 
probably combined to remove more 
existing housing from the market than 
ever before, although there 
this. Yet in spite of all 
this, the number of units started was 
considerably less than in 1955. 


seems to me 


during year. four 


reached. slum 


clearance, 


are no 
figures on 


tend to think 
of a million housing starts a year as 


For some reason, we 


a magical figure, one which represents 
some sort of normal. Perhaps this is 
because we almost, but never quite, 
reached a million starts in the boom 
of the Twenties; and anything bigger 
the the 
somehow looked on with foreboding. 
This attitude is all wrong, of course, 
since 


than boom of Twenties is 


it ignores the really colossal 
growth of the nation. We have added 
55 million people the mid- 
1920’s, a growth of nearly 50 per cent. 


sf 


since 


If a million units was a high figure 
then, a million and a half would be 
correspondingly high today. We’ve 
never come even close to that. 
During the rest of the 1950’s, 
which start 1.1 million 
units or less can only be classed as 
serious underbuilding. A more likely 
average figure should be 
million and a quarter, 
higher figures in the 1960's. 
As for 1957 housing activity, we 
estimated that the year will 
start off slowly, but that a pick-up 
later is entirely possible if the credit 


any 


year in we 


around a 


with even 


have 


situation eases and interest rates on 
FHA VA mortgages per- 
mitted to rise. Our original estimate 
for 1957 was for a 2 per cent increase 
in the number of housing starts this 
year, and we haven’t seen the neces- 
sity to modify it as yet, although some 
of our colleagues are running for the 


and are 


storm cellars. 

Many other types of building are 
directly affected by some of the same 
factors that influence housing. Much 
of our commercial building is in re- 
sponse to the same growth and move- 
ment of population that stimulates 
home-building. We expect that com- 
mercial building in 1957 will show 
the effects of last year’s housing de- 
cline and tight money, and that it 
will fall off slightly. 

We think that industrial building 
will also be down a little in 1957, 
from last year’s peak. This down- 
trend, in fact, has apparently already 
set in. 

If these two types of business build- 
ing do go down moderately, this ill 





considerable backlogs to catch up. We 
are underbuilt in practically every 
type of public facility from schools 
and city halls to jails and peniten- 
tiaries, and the long-range outlook for 
all public construction is very good 
indeed. 

The construction industry has 
grown steadily in the post-war period. 
Our contract award figures have in- 
creased every year since 1945. Last 
year was the 11th consecutive year of 
increase; and the gain was the small- 
est, percentagewise, of any of those 
years. As we pointed out in our out- 
look for 1957, the industry was prob- 
ably winded from running too fast; a 
pause for breath-catching was prob- 
ably in order. 





“Our original estimate for 1957 was for a 2 per cent increase in the number 
of housing starts and we haven't seen the necessity to modify it as yet, although 
some of our colleagues are running for the storm cellars.” 


wind may blow some good for hous- 
ing. An easing of business demand for 
funds would have the side effect of 
making credit available for 
mortgages; the danger, of course, is 
that a slide in business spending might 


more 


go too far for the good of the whole 
economy. 

One part of the construction indus- 
try that will remain strong in 1957, 
without any question, is the public- 


ownership segment. Highway con- 


struction was already running strong 
before the adoption of the new inter- 
state highway program, and it will 
obviously increase substantially over 
the next several years. All other types 
of public works like highways, have 





Long-range, there seems no doubt 
that the pause will be a temporary 
one, and it will probably affect only 
the privately owned types of construc- 
that 1955 
was the year of home-building; 1956 


tion. It will be recalled 
was the year of business investment in 
new plant and equipment; and 1957 
will be the year of public construction. 
It is entirely possible—in fact, likely— 
that total contracts in 
1957 actually will set a new all-time 
record. If so, it will be thanks to the 
convenient system that the construc- 


construction 


tion industry seems to have developed 
of rotating its readjustments among 
the major construction classes. 
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The Price We Pay kor 


HE Federal Reserve System is 
» nwa widely held responsible for 
so-called “tight money,” i.e., for the 
rise in interest rates, for the lower 
prices at which long-term bonds sell 
in the securities markets and for the 
fact that potential borrowers with 
credit-worthy propositions have to 


shop for lenders 


Now, in a sense, this is true. But 
it is very important to understand the 
special sense in which this affirmation 
is made. It is true in somewhat the 
same sense that the courts can be 
said to be responsible for the increase 
of injunctions issued. More frequently, 
however, it is the clash of conflicting 
interests that poses a problem which 
the courts must deal with in the pub- 
lic interest, a problem which cannot 
be solved by looking the other way. 


Similarly, in the case of tight money 
and higher interest rates, the Federal 
Reserve System could in a technical 
sense look the other way. It could 
disregard the effects upon the real 
value of the dollar, of huge demands 
for borrowed funds in excess of cur- 
rent savings, impinging on a situation 
in which prices are already rising and 
demand is already pressing on indus- 
trial capacity. It is within the Reserve 
System’s technical discretion to make 
sufficient reserves available to the 
commercial banking system to permit 
the banks to make loans in much 
larger volume. This would in effect, 
however, create money to offset the 
deficiency of savings. If the Federal 
Reserve System did this, it would 
betray its basic responsibility. 


In the course of the last 18 months, 
the prosperity, stability and growth 
which this country had enjoyed began 
gradually to turn into a boom. An 
exuberant optimism developed, serious 
shortages appeared in key commodi- 
ties, such as steel, and prices rose 


over an increasingly wide range of 


commodities. In the atmosphere of 
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generally active demand, opportuni- 
ties for employment were brisk and 
were reflected in increased wages. As 
costs of both labor and materials rose, 
they were increasingly passed on into 
higher prices for final products. Reg- 
ulated agencies, such as_ railroads, 
squeezed by higher costs, requested 
and were granted rate increase, thus 
adding further to the cost of doing 
business. 

For a long time these expansive 
developments found only moderate 
reflection in the general cost of living, 
partly because our agriculture was 
going through a basic readjustment 
and food prices were low. More re- 
cently, as food prices first stabilized 
and then rose, the very general rise 
in costs and prices which had been 
gathering headway has been more 
fully reflected in the index of con- 
sumer prices. As this index is used 
by many of our leading industries to 
determine when wage adjustments 
shall be made, we are now experienc- 
ing an additional series of cost in- 
creases which industry will naturally 
wish to pass on in pricing inter- 
mediate and final products. 

These developments are now suffi- 
ciently widespread to furnish unmis- 
takable evidence that the mechanics 
of the spiral of inflation is at work. 
The spiral can be said to be still an 
infant in that the total rise in the 
cost of living is still less than 3 per 
cent. It is so unmistakably present, 
however ,that it calls for consideration 
of the dangers involved in such a 
spiral and the existing means of 
coping with it. 

An inflationary spiral once in op- 
eration has strong tendencies to feed 
upon itself. Because prices generally 
are expected to rise, the incentive to 
save is diminished and the incentive 
to spend is increased. Consumers who 
would normally be savers are en- 
couraged to postpone saving and, in- 
stead, purchase goods of which they 


are not in immediate need. Business- 
men, likewise, are encouraged to an- 
ticipate their growth requirements. 
Thus, spending is increased on both 
counts. But because the economy is 
already operating at relatively full 
capacity, further increases in spending 
cannot result in corresponding in- 
creases in production. Instead, they 
work themselves out in a spiral of 
more and more rapidly mounting 
prices, wages, and costs, in other 
words, in an accelerated depreciation 
in the purchasing power or real value 
of the dollar. 

The operations of such a spiral 
undermine the very foundations of 
balanced industrial growth. Growth 
or expansion plans are necessarily 
concrete and are based on projections 
of market trends in the demand for 
specific products. These trends be- 
come quite misleading when they re- 
flect not basic demands that may be 
expected to recur but rather antici- 
patory buying entered into as a sort 
of hedge against inflation. Expansion 
of capacity based on faulty forecasts 
may lead to serious imbalances in 
productive capacity and in the credit 
structure, imbalances that may set 
the stage for hard problems of re- 
adjustment later on. 


Such is the prospect that would lie 
before us should the incipient spiral 
of inflation, now in being, gather 
headway and become first self-feeding 
and later self-accelerating. This sim- 
ply cannot happen, however, without 
increasing supplies of money. As prices 
and wages and costs mount, more and 
more money is needed to finance 
transactions. Some of this financing 
can be effected by drawing down 
working capital and by making more 
intensive use of money already in 
existence, but there are limits to these 
expedients. A mounting spiral of in- 
flation, accelerated by feed-back, can 
never go very far without additions 
to the money supply. We are safe- 








gue 
Fec 
ap} 
the 
me’ 
the 
cer 
cha 
ale: 
all 

aga 
sibi 


hav 






































" Monetary Stability 


By WINFIELD W. RIEFLER 


Assistant to the Chairman, Board of Governors 
of the Federal Reserve System 


And that price is high, too high for a great many people, 
judging from the mounting demand that the restrictions be 
removed. But, as Mr. Riefler says, “stability can 

only be achieved by the whole community acting in 
harmonious response to the facts of each individual 
situation. The potential future before this economy is 
unbelievably bright, but that potential will not be 
realized if, as a community, we disregard the plain meaning 
of facts that are there for all to see. Today the sitwation 
calls not for expedients or palliatives to alleviate 

the impacts of higher interest rates but for con- 

structive response to those rates, constructive 

in the sense of increased saving and sober review 

of projected expenditures. Although it is impossible to 


put a dollar figure on potential demand, the gap to 


be bridged between saving and projected investment 
expenditures is probably not very large. It must, 
however, be bridged, not by panic curtailment but by 
judicious rescheduling of outlays on the part of all 

of the major elements of our community— 


consumers, industry and government.” 


the 
maintains 


a context of (1) high-level employ- 
2) output pressing on limits 
and 


guarded, therefore, as long as 
Federal Reserve System 


appropriate monetary policies. It is of 


ment, 
capacity, (3) 
(4) 


money, and 


rising costs 


increased velocity of 


5) deterioration of bank 


the one institution within our govern- 
ment which is explicitly charged, by 
the nature’ of its functions, with con- 
cern for the preservation of the pur- 


prices, 


liquidity and corporate working capi- 
tal and all of 
developments occur at a time of con- 


ratios, when these 
chasing power of the dollar. To be 
alert to the effect of its operations at 
all stand 
against inflation is a primary respon- 
sibility of the Federal Reserve System. 

When interest rates rise, as they of 
during the past 


tinued stability and some growth in 
the supply, the 
explanation is that plans for invest- 
ment in the aggregate are in excess 


times and to adamant money only real 


savings. It follows, also, 


that 


current 


have risen year, in in this context money cannot 
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“Partly in re- 


sponse to tighter 
money, building costs 
have been fairly steady 


over the past few months but 
over the past two years they have 
increased three times as much as the 
cost of living. How long would home 
builders be develop 
markets if building costs were to in- 
flate further?” 


able to mass 
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cease to be tight and equilibrium be 
restored unless either savings increase 
sufficiently to meet investment de- 
mands, or investment plans are scaled 
down to the availability of savings, or 
that a balance is achieved by a com- 
bination of both 

If the Federal 


should disregard its mandate and re- 


Reserve System 
lease more reserves to the member 
banks, this relieve the 
situation. Rather, it would accentuate 


would not 


it, for the commercial banks would 
then lend more to potential borrowers 
seeking loans. These borrowers, with 


money in hand, would enter the 
markets to add their bids for scarce 
goods and scarce services to bids al- 
ready there. The effect would be to 
spark an inflationary spiral and to 
accelerate the rise in prices, wages 
and costs. As a consequence, even 
would be needed to 


When the circle 
had worked itself out, money still 


more money 
finance transactions 
would be tight because the basic 
economic requirements had not been 
met, ie., saving had not come into 
equilibrium with demands for invest- 
ment 

Now, the Federal Reserve System 
has, in fact, mitigated the rise of 
interest rates during the past year in 
the sense that it has increased some- 
what the volume of reserves made 
available to its member banks, and, 
to the extent that increased loans and 
increased spending were made pos- 
sible by these releases, the System 
shares in some part responsibility for 
the price advances that have occurred. 
It did not release reserves in sufficient 
volume, however, to neutralize the 
economic forces that were the funda- 
mental cause of the rise in interest 
rates. Throughout the past year, as 
a result, commercial banks have op- 
erated within a general environment 
of restraint that has helped to temper 
the exuberance of the boom 

What then is the price of stability 
so far as it is affected by conditions 
in the financial markets? It consists 
essentially of changes in the difficulty 
with which money can be borrowed, 
in the interest rate which must be 
paid for that borrowing, and in the 
rewards that accrue to those who 
save. Naturally many voices are raised 
in protest 

Loudest is that of the home builder 
and home buyer who counted on fi- 


nancing his transactions on mortgages 
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subject to an interest ceiling of 41/2 
per cent. Mortgage lenders, able to 
lend their money on mortgages of 
equal quality for 5 per cent or better, 
are obviously not interested in mort- 
gages yielding less. More distressing 
yet is the plight of our municipal and 
school authorities who come to the 
market to borrow funds to enlarge 
sadly deficient school facilities. They 
are dismayed at the impact of higher 
interest outlays on school budgets that 
are already strained. Almost equally 


or some exception to the impact of 
these policies so far as they affect a 
particular situation. 

Now, the Federal Reserve has no 
power to favor some groups of bor- 
rowers as against others, for example, 
to favor public school authorities in 
their quest for borrowed money at 
the expense, say, of funds for plant 
expansion. All the Federal Reserve 
can do is to affect the total volume 
of funds available to the commercial 
banks to lend. Since the great bulk 


Many voices are raised in protest. Loudest is 
that of the home builder and home buyer who counted 
on financing his transactions on mortgages subject to 
an interest ceiling of 414 per cent. Mortgage lenders, 
able to lend their money on mortgages of equal quality 
for 5 per cent or better, are obviously not interested in 


mortgages yielding less. 


More distressing yet is the 


plight of our municipal and school authorities who 
come to the market to borrow funds to enlarge sadly 
deficient school facilities. They are dismayed at the 
impact of higher interest outlays on school budgets 
that are already strained. Almost equally aggrieved 
are the small businessmen who complain that they are 
squeezed unfairly as compared with the giant corpora- 
tions which not only may be better able to pay higher 
interest rates but also have wider access to markets 
in which to find the funds they seek. Most misleading 
are the voices that maintain that higher interest rates 
are needlessly swelling the costs of government be- 
cause they apply to our huge national debt and that 
they are delaying the day when a well-ordered Federal 
budget will permit long-needed tax relief for our citi- 
zens. Increasingly, voices representing all these points 
of view demand a reversal of current Federal Reserve 
policies or some exception to the impact of these poli- 
cies so far as they affect a particular situation.” 


aggrieved are the small businessmen 
who complain that they are squeezed 
unfairly as compared with the giant 
corporations which not only may be 
better able to pay higher interest rates 
but also have wider access to markets 
in which to find the funds they seek. 
Most misleading are the voices that 
maintain that higher interest rates are 
needlessly swelling the costs of gov- 
ernment because they apply to our 
huge national debt and that they are 
delaying the day when a well-ordered 
Federal permit 
needed tax relief for our citizens. 
Increasingly, voices representing all 
these points of view demand a reversal 
of current Federal Reserve policies 


budget will long- 


of loans do not pass through the bank- 
ing system at all but are channeled 
from savers to borrowers directly, or 
through financial intermediaries such 
as insurance companies, the Federal 
Reserve System actually affects only 
the amount by which the banks aug- 
ment savings that enter the market 
from other sources. Thus the Federal 
Reserve has no means to bring relief 
to any specific group of borrowers 
alone. It can only make reserves 
available to the commercial banking 
system as a whole, to be loaned in the 
market under competitive conditions. 
To increase such reserves under pres- 
ent conditions would, of course, in- 
crease the inflation. But would it also 
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bring relief to the affected groups? 

Partly in response to tighter money, 
building costs have been fairly steady 
over the past few months, but over 
the past two years they have increased 
three times as much as the cost of 
living. How long would home builders 
be able to develop mass markets if 
building costs were to inflate further? 
How many additional schools could, 
in fact, be built if costs of construction 
were to resume their recent rate of 
ris¢? Would not lower interest rates, 
if they stimulated a resumption of 
this rise, compound the problem? The 
small businessman is particularly vul- 
nerable to unpredictable price move- 
ments. He is less able to cope with 
inflation than the large concern that 
can employ specialists to deal with 
the impact of rising costs on inven- 
tory, pricing and expansion policies. 
The budget-maker knows too well 
how rising costs ruin his carefully 
prepared itemization of prospective 
expenditures. 

More sophisticated critics point out, 
correctly, that the huge demands for 
financing now present in the money 
markets are not entirely related to 
current industrial activity but partly 
to the financing of future activity 
when labor and material may well 
be in better supply. Is there not a 
real danger, they ask, that the current 
level of interest rates will stifle essen- 
tial forward planning of our business- 
men and set the stage for a recession 
later on? 

There is no question but that this 
problem is real and that its relative 
weight must be taken into account in 
every decision concerning monetary 
policy. It is probably true that some 
of the over-exuberance that has char- 
acterized the American economy in 
the past two years had its origin in 
the very easy credit conditions that 
prevailed in 1954. We can see clearly 
now that this is true as to certain 
important segments of the home 
building industry. 

Because of the existence of this 
problem, the Federal Reserve System 
can never commit itself specifically 
with respect to its future course of 
action. It must always be in a position 
to adjust its policies to the requisites 
of stability. The balance between 
saving and spending is subject to 
many shifts, and the Federal Reserve 
System must always be in a position 


to respond flexibly to these shifts. It 
does this in a minor degree, in fact, 
almost continuously. Those who care 
to read the record meticulously will 
find that on more than one occasion 
during 1956 the Federal Reserve re- 
laxed somewhat the emphasis with 
which it applied policies of restraint. 
On each occasion, a subsequent quick- 
ening of inflationary pressures indi- 
cated a continued need for restraint. 
One _ generalization that 
from these illustrations is that, despite 
the possibility of differential impacts, 
interest rates high enough to balance 
saving with investment are a cheap, 
not a dear, price to pay for stability 
when the alternative is inflation. In- 
flation, long continued, corrupts the 
foundations of society. It reaches into 
the bosom of the family, erodes its 
savings, and undermines provision for 
sickness, education and old age. 


emerges 


Yet, there are other voices, urbane 
and persuasive, to suggest that a little 
inflation, a controlled inflation 
amounting to, say, 2 per cent a year, 
may not be too bad, particularly if 
the alternative be a deep depression. 
They suggest (1) that it may be a 


“necessary price for growth and pros- 


perity and insurance against the losses 
of deep depression, and (2) that 
workers’ real wages are now protected 
by suitable collective bargaining con- 
tracts against the ravages of an annuaF 
2 per cent increase in the cost of 
living. This view overlooks many pit- 
falls. 


>> First, the cited alternative of deep 
depression is completely invalid. In- 
terest costs that contribute to stability 
by balancing saving with investment 
do not set the stage for economic 
collapse. To the contrary, they help 
prevent imbalances from developing 
in the economy. If a depression oc- 
curs, it will be because these im- 
balances have actually developed, not 
because they were avoided. 


>> Second, there is no such thing as 
a controlled inflation limited to 2 per 
cent per year. If it were once known 
that our government consciously em- 
braced or tolerated such a goal, the 
incentive to save would be sadly 
diminished and the incentive to spend 
sharply increased. This in itself would 
lead to an acceleration of inflationary 
pressures. It would tend to make 
them self-feeding and would go far 


to eliminate any possibility that the 
pressures could be controlled within 
narrow limits. 


2? Third, escalator clauses cannot 
protect the whole economy from in- 
flation. At the best, they insulate a 
portion of the economy at the expense 
of the rest. This is the road to in- 
ternal disruption and social chaos. 


>? Finally, continued inflation, even 
if it could be controlled to a rate of 
2 per cent per annum, would by no 
means be mild. It would be equal to 
an erosion of the purchasing power of 
the dollar by about one half in the 
course of each generation. For ex- 
ample, a worker retiring at age 65 
on a pension of $100 per month 
would have the equivalent of only 
about $82 per month at age 75, and 
of only about $67 per month at age 
85. If he lived to be one hundred, 
his pension then would be the equiva- 
lent of only $50 in current prices. 

These calculations illustrate the tre- 
mendous stake that the American 
worker has recently acquired in sta- 
bility in the purchasing power of 
money. Among the outstanding gains 
achieved by collective bargaining in 
recent years is the widespread adop- 
tion of industrial pension and retire- 
ment plans based on the worker’s 
earnings during his active working 
life. If we should experience merely 
creeping inflation, those pensions will 
be seriously deficient in buying power 
as compared with what the worker 
had the right to expect. If the infla- 
tion should be anything more than 
creeping, the loss would be disastrous. 

Two other important provisions of 
modern collective bargaining con- 
tracts relate to automatic cost of 
living adjustments and automatic ad- 
justments for increases in general pro- 
ductivity. Where in effect the first 
clearly protects the worker from in- 
flation as far as current earnings are 
concerned, it also automatically trans- 
lates rising consumer prices into rising 
costs of production. The second 
diminishes the extent to which growth 
in productivity may act to cushion 
inflationary pressures. 

Thus, should our government come 
to tolerate a goal of even mild infla- 
tion, these new features of collective 
bargaining agreements would tend 
actually to speed the interplay of 

(Continued page 42, column 2) 
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HOUSES, CARS AND ROADS 


What the impact of the new federal highway program will mean to each one. Ahead is 


one of the greatest undertakings in history .. . 


a project to dwarf the Pyramids, a construc- 


tion program bigger than 60 Panama Canals, larger than 15 TV As. Apply any description 
you can think of and probably it will not measure up to what is planned in highway trans- 
portation. It is sure to have a profound affect on the fields of activity necessary to our own. 


| geie of the history-making 
National Highway Act of 1956 
may well be the greatest challenge 
and greatest opportunity for home 


building 
The Act requires the construction 


of an Interstate System of 41,000 
miles of the most important roads in 
the country, within 15 years. It took 


Rome 500 years to build its ancient 
system of 50,000 miles. 


By PYKE JOHNSON 


These roads are required by the law 
to be built to standards adequate to 
.meet the traffic needs of 1975. Ninety 
per cent of their cost is to be borne by 
the Federal Government; 10 per cent 
by the States. 

Over and beyond the Interstate 
provisions, the Act provides for con- 
tinued authorizations to the states on 
an accelerated basis, for the further 
development of those 700,000 miles of 


arterial streets, primary and farm-to- 
market roads in the United States 
which are clothed in part with the 
national interest. These roads will be 
paid for on the historical basis of 
50 per cent by the national govern- 
ment, the remainder by the states. 
Federal funds on a 100 per cent basis 
are provided also for roads lying ex- 
clusively within the Federal domain. 

Financing is provided from new 
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motor taxes amounting, over the 
period, to some $14 billion plus dedi- 
cation of part of existing Federal 
motor vehicle excise taxes to roads. 
Per car, the average annual increase 
in tax is $7.94. 

The entire program will continue as 
a partnership between the national 
and state governments. Standards for 
all roads have been set as required by 
law, through mutual agreement be- 
tween state and Federal highway engi- 
neers. Projects will be initiated by 
the states and when approved by the 
Federal government, will be let by 
the states under publicly awarded 
contracts. 

It is significant that this Bill, the 
largest construction measure in the 
history of the world, and the taxes to 
pay for it, was passed in an election 
year by an almost unanimous vote 
in both Houses and on a non-partisan 
basis. 

No action of that kind could have 
been taken under such a_ political 
handicap had there not been an 
underlying recognition by the owners 
of 65 million motor vehicles that each 


of them is facing a crisis in our use- 


of highway transportation which must 
be corrected. In a very real sense, 
this legislation is a matter of life or 
death. We can no longer tolerate 
present highway conditions. 

Among things which the law does 
not do, are these: It does not con- 
tribute one penny of Federal funds 
to the remaining 2,600,000 miles of 
the Nation’s streets and roads, 
travel over which is local. Yet many 
miles of these highways lie within 
metropolitan areas and some are 
carrying traffic today equaling in 
volumes that on roads in the Inter- 
state System. Many are financed; 
many more are not. 

The importance of these roads is 
made evident if we compare the traf- 
fic circulatory system of the Nation 
to the blood stream of the human 
body. The secondary rural roads and 
urban streets are the veins and capil- 
laries. Unless they function properly, 
the arteries cannot. So the health of 
the body politic becomes impaired. 
We have death, injury, destruction, 
congestion on our roads in large part 
because only seldom have we yet 
achieved a balance between traffic 
requirements and road capacity. Con- 


tinued education and enforcement are 
other vital safety factors. 

The new Act does not deal in any 
mandatory sense with relations be- 
tween various governmental jurisdic- 
tions, yet the county and local officials 
must play a large part in the program. 

Nor does the Act tie the Bureau 
of Public Roads in with the Urban 
Renewal Administration, although 
both deal with parts of the same 
problem. 

The Act leaves to the people who 
live within the communities the right 
to determine for themselves how far 


- Just as the motor car was largely 
responsible for the change of 
places where most of our homes 
have been built in this genera- 
tion, so will the conditions which 
the new highway program will 
bring also vitally affect the fu- 
ture pattern of housing and the 
resultant financing. Mr. Johnson, 
who addressed the Home Build- 
ers, is the principal authority to 
listen to in looking ahead in this 
area. He is the chief consultant 
on the President's Advisory Com- 


mittee for the program. 


they will take advantage of these new 
services to make their own lives more 
pleasant and more fruitful. The need 
for careful coordination is great. 

The implications of these state- 
ments are far-reaching. They affect 
the availability of the land to be de- 
veloped for homes. They affect the 
character of the home to be built. 
They pose large questions of financ- 
ing, both in the public and private 
fields. 

Why are we in the fix we are in 
today? 

In the beginnings of our country, 
men made their homes along the 
waterways, used paths beaten by ani- 
mals for land travel. Later came the 
canal steam engine, to be followed by 
the horse-car, the cable car, the tram- 
way. Each in turn had its affect upon 
man’s dwelling place. None added 
materially to his daily range of move- 
ment. Ten miles was a normal aver- 
age. 


That fact coupled with an ever- 
growing population, resulted in over- 
crowded cities. 

Since it was a convenient, practical 
and easy way to allot land, the rec- 
tangular pattern was often used for 
the development of streets and alleys. 

Into this sprawling, ever-growing 
organism, at the turn of the twentieth 
century, American technical genius 


thrust the motor vehicle with its 
amazing contribution to individual 
transportation. 


Suddenly, man and his family could 
move daily at will over unheard of 
mileages. 

Time, not miles, became the meas- 
ure of individual movement. 

As a vital footnote, concurrently 
American technology added many 
other attributes to our way of living. 
The car gave the family mobility and 
a vastly widened choice of place for 
the home. 

Each of these other advances en- 
abled the family to still maintain that 
close daily contact with all of the 
elements of a complex modern society, 
which most of us want. 

The result has been an explosive, 
centrifugal exodus of people from the 
crowded streets of cities and towns 
alike to the green lands of Suburbia. 

So rapid and so general has been 
the revolutionary shift in our place 
of living that today a large majority 
of our population of 169 million peo- 
ple is concentrated in metropolitan 
areas—some 170 cities of more than 
50,000 population and their environs. 
Only 22 million now live on the farms. 

The impact of the change is visible 
on all sides. Our ways of making a 
living as well as our ways of living 
have been profoundly affected. Satel- 
lite communities are springing up 
everywhere with their increasing re- 
gional and neighborhood shopping 
centers. Factories are being picked 
up bodily and transferred from the 
dense centers to the outer lands. The 
character of the inner cities is chang- 
ing. 

Slums have grown, harboring 
chiefly those who have neither the 
income nor the opportunity to take 
advantage of the car. Blighted areas 
have appeared in our large cities. 

So quickly has this transition been 
brought about that neither our law 
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makers, our planners, nor our engi- 
neers have been able to keep pace 
with it. 

Vast new needs have arisen for all 
those structures which must be built 
to service the new homes such as 
schools, churches, water, power, and 
roads 

We stand only on the threshold of 
the new demands. 

Ironically, while the car has con- 
quered distance in the cities, it has 
not been fully able to conquer time. 
Only modern roads can overcome that 
obstacle Until they are built we 
cannot find the land which is finally 
necessary to meet our new goals. 

Only by taking a close look at the 
needs and aspirations of the average 
American family can we attain full 
perspective on the job ahead. Talking 
about the billions of dollars involved 
does not bring us close enough to the 
human, personal reasons which impel 
these vast expenditures. 

Fortunately, hundreds of millions of 
observations made over a long period 
of years by the United States Bureau 
of Public Roads and the state highway 
departments, give us a clear picture 
of the habits of Mr. Average Motorist 
and his family (73 per cent of all 
motorists are home owners) as they 
drive over today’s roads. Economic 
data from the Federal Reserve, the 
automotive manufacturers and othe 
sources round out the story. 

Mr. Average Motorist has an in- 
come of around $4,000 a year. He 
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COLUMBUS - DAYTON - 


does not buy a new car. He buys an 
old one—usually on credit. Statisti- 
cally he owns more than one car, less 
than two. As financiers of the home, 
it may interest you to note that the 
trend is strongly in the direction of 
family multiple car ownership, as 
roads improve and more and more 
people can move farther out. 

As a home owner, what does he 
want? Here I tread on dangerous 
ground. It appears he wants a home 
in the suburbs because he wants a 
breath of fresh air, some greenery, and 
a better way of living for himself 
and his family. He wants a place 
where his children can move safely. 
Perhaps he wants enough land for a 
garden, at least a lawn. 


To that end, he wants a home in 
a planned development on a dead-end 
street apart from but near the main 
thoroughfare. Proper street layouts 
are a matter of primary concern, from 
the standpoint of his full use of land 
and cost. He must have power, light, 
water, sanitation, and all the other 
necessities of modern living. 

Not the least of his desires is a 
carport or a garage on his own prop- 
erty which will keep his car off the 
street and perhaps care for some of 
his friends when they call. Inciden- 
tally, some wit has said recently that 
the problem is no longer the two-car 
garage; it is the two-garage car! 

He knows these needs will cost 
money. He will pay for them if he 
gets the kind of a home he wants. 
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If he doesn’t want to pay, Mrs. Amer- 
ica will see that he does! 

The prime factor which stands in 
the way of many prospective home 
buyers now is Time—any reasonable 
length of time—to get out to the low- 
priced lands—on today’s streets. 

As of today, Mr. Average Motorist 
travels in his 60 mile per hour auto- 
mobile at the rate of 10 miles per 
hour in the inner city at peak hours, 
15 miles in those few hours when he 
can move more freely. For more than 
half of his time he is waiting for 
traffic lights to turn or congestion to 
dissolve. 

In the outer city he moves at 20 
miles per hour in peak times, 25 miles 
otherwise. One-fourth of the time he 
is standing still. 

Double these observed existing rates 
of speed for him and the area of land 
available for home and commercial 
development will be quadrupled at 
far lower costs per acre. On the 
road, only freeways can open this 
enormous potential new market for 
homes. 

With that background, let’s grapple 
directly with the problems which the 
Highway Act poses and the large part 
which the home builder can play in 
helping his community to cope with 
them. 

The Federal government began to 
vote funds for cooperative highway 
work with the States in 1916. Our 
cities already had streets—even 
though they were inadequate. Then 
the primary job was to get rural 
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America out of the mud. Today it’s 
one of getting urban America out of 
the muddle. 

The Act of 1956 is the first con- 
gressional authorization to give full 
weight to that need. Of total funds 
made available for the 13-15 
period of Interstate construction, 
about 42 per cent will probably be 
expended for urban area construction. 
True, the mileage involved in these 
urban areas is only about 14 per cent 
of the total in the Interstate System. 
True, the mileage each city will get 
is a very small percentage of its total 
street needs. But—and this is the 
important point—these roads will 
carry a disproportionately larger vol- 
ume of the local traffic movement and 
their cost will be correspondingly high 
because of the swelling costs of rights- 
of-way and the kind of facility re- 
quired. To that important extent, the 
city budget—financed largely by prop- 
erty taxes—will be relieved. 


year 


With the other principal thorough- 
fares which are already being im- 
proved partly from Federal funds, 
these roads will constitute the major 
arterial and circumferential highways. 
They will carry the traffic into the 
centers of population. Or they wiil 
act as distributing routes to various 
sub-centers of traffic volume such as 
factories, park and shop centers, 
schools, and other activities which 
may lie outside the central core of 
the city. 

The rest of the job remains entirely 
a state and local responsibility. 

Implicit in the Act is realization 
that all of our past approaches to 
the movement of people and goods 
have been totally inadequate for mod- 
ern day needs. We have built roads 
designed for car movement, but then 
used them for dead storage of cars. 
We have built relief routes, then per- 
mitted continuous entrance to them 
from all kinds of business, recreational 
and other structures. 

The result has been that no sooner 
has a road been opened than its de- 
signed capacity for safe and efficient 
movement begins rapidly to decrease. 
We can no longer tolerate this waste- 
ful practice. 

So the Act says that on the Inter- 
state System, at least (and we can 
be sure that more and more of our 
principal roads will of necessity be 


built the same way) the standards 
used must insure both the life and the 
traffic adequacy of the facility for at 
least the next 20 years. 

To meet this provision, our engi- 
neers have made a major contribution 
to the art of road building in America. 
They have built the divided, multiple 
lane freeway or thruway or express- 
way as they are variously called, with 
planned access at variously spaced 
intervals, with no surface crossings, 
and with service roads running paral- 
lel to them as needed to the 
requirements of adjacent property. 

These are the first highways in our 
experience which have been built in 
quantity exclusively for movement. 
Their construction is essential to vol- 
ume movements for four basic reasons: 


meet 


2? The freeway will carry around 
five times the number of vehicles per 
hour, per lane, that can be handled 
on any other type of road and at two 
to three times the speed of ordinary 
streets. 

>> Authoritative records of 
movement show that accident 
are from 50 to 90 per cent less on 
these highways than on any others. 


traffic 


rates 


~ 22 While the cost of building per 


construction mile is high because of 
the necessity for acquiring costly 
rights-of-way and because of the type 
of construction, the cost per vehicle 
mile is far below what it costs to build 
and maintain roads carrying only a 
few hundred vehicles a day. 
2? Aside from traffic values, freeways 
have great economic uses. They are 
natural boundaries for redevelopment 
and zoning. They afford new sites 
for industry. They add greatly to 
property worth. 

In order to plan and build such 
essential roads into the hearts of our 


great cities, the administrators neces- 
sarily will have to seek many new 
locations in order to minimize the 
displacement of persons and estab- 
lishments which is an _ inescapable 
phase of the undertaking. 

A competent job of highway plan- 
ning cannot be developed by itself. 
A broad city plan marking out future 
industrial, residential, educational, 
commercial, and recreational areas is 
vital to provide the transportation 
capacity where it will be needed. 

Continuing studies of the origin and 
destination of traffic will provide a 
factual traffic basis for design and 
location of the roads. When land is 
to be taken or damaged, the owner 
will be paid for it under due process 
of law, or easement to his property 
will be provided. 

Public hearings are required in or- 
der that all may be heard and that 
inequities may be avoided. The con- 
stitutionally guaranteed right of peti- 
tion is preserved. 

Such hearings, however, will be 
based upon a consideration of the 
total plan rather than upon considera- 
tion of the impact upon any small 
segment. Only in this way can the 
central purpose be attained and the 
needs of the public as a whole bal- 
anced against the immediate interest 
of the individual holder of property. 

Unless decisions are made, and the 
job done, congestion will continue to 
spread blight in our cities. All time 
consumed in travel will correspond- 
ingly decrease the distance a motorist 
can travel and thus check the outward 
movement. Result would be that fur- 
ther home development in the suburbs 
will be retarded. The inner city will 
suffer. 
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Careful, coordinated, comprehen- 
sive planning can make this Highway 
Act one of the great forces in the 
rehabilitation of slum areas in the 
central cities, and in redevelopment 
and expansion of the whole metropoli- 
tan area. Never before has there 
existed such an opportunity to inte- 
grate land-use and _ transportation 
planning on such a large scale. Full 
coordination should be enlisted be- 
tween all the agencies which have 
that in view. 

Yet the fact that we have 35,000 
separate and independent government 
jurisdictions at the regional, state, 
county and local levels imposes serious 
limitations upon the ability of con- 
scientious government officials to 
reach those decisions which are vital 
to an orderly development of trans- 
portation and other facilities. It 
seriously impairs also their ability to 
get the money to do the work. 

Further, since the Highway Act is 
directed to the road problem, the 
1975 for 
mass transportation of whatever form, 
are not fully meshed in with the plans 
for the movement of individual ve- 


needs which will exist in 


hicles 

Fortunately, far-seeing officials and 
citizens in keenly 
aware of this problem and are grap- 
pling with it. In Dade County, 
Florida, for example, the residents 
of Miami and satellite communities 


many areas are 


have recently voted powers to the 
county as a central authority for the 
total area. 

Probably no single pattern will meet 
the varying needs of centers of popu- 
lation with all the diverse characteris- 
tics of financial ability, terrain and 
background which are common in the 
United States. 

Che point is that the people need 
and must have these facilities quickly. 
Laws must be changed where neces- 
sary or applied so that they can get 
them. Only public opinion can force 


action. 


THE PRICE WE PAY 
Continued from page 37) 
generally inflationary costs and prices 
upon each other at the same time that 
the real value of the worker’s pension 

was being dissipated. 

No such calamity is implicit in these 
agreements, however, if our govern- 
ment continues to stand firm for a 
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stable dollar. In an _ environment 
where the purchasing power of money 
is stable, these key provisions that 
now characterize so many collective 
bargaining contracts are not mutually 
inconsistent. Rather, they mutually 
reinforce each other in promoting the 
prospects of a widely based and stable 
prosperity. 

Stability can only be achieved by 
the whole community acting in har- 
monious response to the facts of each 
individual situation. The potential 
future before this economy is unbe- 
lievably bright, but that potential will 
not be realized if, as a community, we 
disregard the plain meaning of facts 
that are there for all to see. Today 


the situation calls not for expendients 
or palliatives to alleviate the impacts 
of higher interest rates but for con- 
structive response to those rates, con- 
structive in the sense of increased 
saving and sober review of projected 
expenditures. Although it is impos- 
sible to put a dollar figure on poten- 
tial demand, the gap to be bridged 
between saving and projected invest- 
ment expenditures is probably not 
very large. It must, however, be 
bridged, not by panic curtailment but 
by judicious rescheduling of outlays 
on the part of all of the major ele- 
ments of our community—consumers, 
industry and government. 


As condensed from an address before the Roch- 
ester Chamber of Commerce. 
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THE BREAD AND BUTTER DEPARTMENT OF A MORTGAGE BUSINESS 


URING this period of severe curtailment of 

investment funds, many mortgage orginators 
may think that it is almost useless to try to find 
a favorable factor—but nevertheless I think there 
is one. It is the renewed emphasis which times like 
these give our servicing operation which, periodi- 
cally, we all return to recognize as just about the 
backbone of our business. When our market for 
offerings is curtailed, every mortgage man more 
fully appreciates what he owes to his servicing 
department. When times are active in the pro- 
duction end, we often tend to neglect this most 
basic of our operations. Yet, year after year, 
through good times and bad, it is servicing to which 
we have to look to carry us through. 


Exactly a year ago, Ed De 
Young published in The Mort- 
gage Banker his study on What 
It Costs to Operate a Mort- 
gage Business in which it was 
shown that, for 25 representa- 
tive companies, nearly 54 per 
cent of total income came from 
production and slightly more 
than 46 per cent came from 
servicing, certainly a_ highly 
creditable performance for servicing. Yet, for the 
same 25 companies, 71.5 per cent of the expenses 
went for production while only 28.5 per cent went 
for servicing, indicating that we spent propor- 
tionately more for production with less attention 
and effort for our servicing. Those figures would 
not be the same today but I think that, whatever 
they are, they would again indicate that probably 
the average mortgage man still may not give 
servicing the recognition it deserves. Even in good 
times, it is servicing which makes up losses in 
production—and is responsible for the net. 





John F. Austin, Jr. 


I believe the present is an excellent time for 
every mortgage originator to take a good, hard 
look at his servicing operation, determine his costs 
and find out if he is taking full advantage of all 
the innovations and improvements which have 
been made in this area of our business—and there 
have been a great many of them these past 12 
years. For every size portfolio, new ideas and 
methods are constantly being developed, and pos- 
sibly the most startling modernization is available 
to the small company. Yet, I understand, more 
than 200 of 900 companies which recently par- 
ticipated in one of our servicing surveys, report 
that they still follow manual methods in their serv- 
icing operation. I am not the one to tell anyone 


how to run his business but I suspect that many, 
or even most of these, would be pleasantly sur- 
prised at some of the newer methods which are 
clearly adaptable to their own operation. 


Aside from the economies which a modernized, 
efficient operation will bring to a mortgage com- 
pany, there is another aspect to which I believe 
every mortgage man should carefully consider. It 
is the continued good business relations with our 
principals. Investors, too, have moved along with 
the progress of this present period. They know 
what good servicing is, and are prepared to de- 
mand it from their correspondents. Investors today, 
more than ever, want to deal with correspondents 
that are well established in their own communities 

—and are prepared to service their loans well. 
They do not want to take chances. 


The thought back of these observations has been 
to pay careful attention to your servicing—it is the 
bread and butter of your operation. That an in- 
creasingly larger number of our members are alert 
to this was illustrated by our Servicing Clinic in 
Philadelphia in January which attracted more 
than 450 from all sections of the country. That 
this group was larger than some of our Clinics 
and Conferences attests to the alertness of the 
firms represented that it pays not to overlook any 
short cut or opportunity for better and more eco- 
nomical servicing. We have additional Servicing 
Clinics in St. Louis March 14-15, and in Los 
Angeles April 30-May 1. Every MBA member 
firm will be well rewarded by having a representa- 
tive at one of them. And, incidentally, members 
should keep in mind that MBA has available the 
skilled services of our Accounting and Servicing 
Department, the staff of which has just been ex- 
panded. Members of this department will call 
on your company, study your operation thoroughly 
and give you the benefit of every improvement and 
innovation with recommended changes. The 
charge is on a per day basis. From its inception 
years ago, this Department has literally been 
booked to capacity; but do not hesitate to request 
the services of its members because your company 
may well be on one of the next itineraries. 
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Why Mortgage Funds Are Short 


and Developments to Anticipate 


Most mortgage originators are living and working through a period such as they have 
never experienced in the past—a severe shortage of funds. Whether the credit restric- 
tions have hit the field of real estate financing more than almost any other area of 
economic activity is a question, but the answer would appear to be yes. What are the 
underlying reasons why mortgage financing finds itself in such a predicament? To find 
these answers was the goal of the annual MBA-NYU Senior Executives Conference. 


AST year was by no means the 
L best year mortgage bankers have 
had. In a year of almost unprece- 
high employment the 


gross national product on 


dented and 
greatest 
record, residential housing _ starts 
slipped to an estimated 1,120,000 from 
the 1955 total of 1,325,000. As 1957 
opened, mortgage men were ponder- 
ing the problem of the shortage of 
mortgage funds and were looking for 
and hop- 


ing to find ways and means of han- 


the causes of the shortage 


dling it 

In this atmosphere, the 
MBA-NYU Senior Executives Con- 
This the 
12th edition of the oldest segment of 
MBA's educational program. 


annual 


ference opened. year was 


The general theme, of course, was 
“The Shortage of 
Causes and Solutions.” 

By the time the had 
run its course, the mortgage men had 


Mortgage Funds: 
Conference 
gained enough food for thought to 


mental for 
months to come. 


give them indigestion 

Every aspect of the current mort- 
gage problem was explored and as 
the Conference progressed a substan- 
tial unanimity of opinion developed 
around the following points: 


>> 1957 was going to be one of the 
best, if not the best, years in United 
but not for mortgage 
the residential construc- 
Residential housing 
starts in 1957 would probably slip to 
1,000,000 or even substantially below 
that figure. 


States history 
bankers, or 


tion industry. 


>> The shortage of mortgage funds 
would undoubtedly continue through- 
out 1957, because it is caused by the 


44 THE MORTGAGE BANKER + March 1957 


By LEO M. LOLL, JR. 
Instructor in Banking and Finance, 


Graduate School of Business 
Administration, New York University 


demand for funds from 


far outreaching the 


excessive 
many 
supply of funds. 


sources 


>> Fixed interest rates, no matter how 
carefully determined, can not be real- 
istic in a period of tight money. If 
funds are to be attracted into the 
mortgage market, VA and FHA must 
become free market rates. 
Toastmaster at the opening session 
was MBA President John F. Austin, Jr. 
Dr. Martin R. Gainsbrugh, Chief 
Economist of the National Industrial 
Conference Board and Adjunct Pro- 
fessor of Economics, NYU, discussed 
“Economic Problems of the Second 
Postwar Decade.” From the onset, 
Dr. Gainsbrugh made it clear that 
he did not consider our current eco- 
nomic position, high as it seems, at 
all excessive. He claimed it is entirely 
in accord with our past pattern of 
growth, particularly the physical vol- 
output when corrected 
for population changes, and actually 
we have been catching up with the 
attrition of the past, rather than bor- 
rowing heavily from future demand. 


Dr. Gainsbrugh next cited five 
long-term growth factors as being 
largely responsible for our current 
high level of economic activity. First 
was the reversal of the population 
curve; second, the consumption ex- 
plosion which lifted millions of our 
families from the low income status 
into today’s new middle income 


ume of our 


groups; third, the technological revo- 
lution and all its implications so far 
as business investment is concerned; 
fourth, the increasing resort to the 
debt instrument, first by the Federal 
Government, then by business, and 
within recent years by consumers; 
fifth, the emergence of giant govern- 
ment with all its economic implica- 
tions. 


Dr. Gainsbrugh said that some of 
these forces are now beginning to 
wane, and as they lose their potency, 
he feels we may not have the bumper 
economic crops which have charac- 
terized our system ever since 1940. 


He warned of five possible elements 
of weakness, which could create dis- 
locations of major magnitudes. First, 
the threat or actuality of wage gains 
outstripping the gains in productivity. 
Excessive wage increases in the sec- 
ond postwar decade can mean less 
sales and greater unemployment, to 
the extent that business enterprises 
are unable to raise their prices com- 
mensurately. The second problem 
area is debt, which Dr. Gainsbrugh 
feels will become far less of a stimu- 
lant as this decade ages. Third area 
of potential weakness is the relative 
rate of private investment. The fourth 
problem area involves the rebudget- 
ing of national consumer demand. 


“Consumer buying is becoming 
more optional and dynamic with each 
passing year,” said Dr. Gainsbrugh, 
“and reallocation of the industrial 
structure of our system to bring ca- 
pacity to produce in line with the 
new types of consumer demand may 
cause serious problems.” 


The fifth point mentioned was cy- 
clical periodicity. He feels we must 
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An Interseminar session at NYU conducted by Prof. Raymond 
Rodgers, the type of small meeting conducive to exploring a 
problem in close detail. Right, Dr. Jules I. Bogen, MBA Secretary 


Some Conferees, Charles H. Robinson, Frederick H. Waitz, 
Robert E. Goldsby, Frederick H. Hoffman, Ronald E. Plott, John 


S. Throckmorton, George M. Johnson, Benjamin F. Leonard, and 


Dean Collins and MBA President John F. Austin, Jr., present 
Ernest D. Renard with his scroll evidencing the fact that he has 
attended ten MBA-NYU Conferences, thus becomes a Senior 


Getting the Conferees to each session in time is no easy task with 
attendance now at capacity. Buses shuttled back and forth between 
Washington Square and the Downtown Athletic Club. Registra- 


A workshop session in Vanderbilt Hall. Right, a seminar session 
conducted by Carey Winston. This particular group is looking 
into the questions of how the housing and mortgage industries 
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George H. Patterson, Dean G. Rowland Collins and Dr. Marcus 
Nadler. This was the 12th year for the MBA-NYU Conference 
in N. Y., the oldest part of the Association’s educational program 





(applauding) Addison K. Barry. Right, Thomas E. Lovejoy, con- 
ducts one of the sessions. The FHA-VA fixed interest rate ques- 
tion was on the dissecting table. 


Associate of the Conference. Right, some more who were there. 
Robert E. Smith, Mr. Austin, Fredric S. Bayles, Mr. Patterson, 
William H. Osler, Dr. Gainsbrugh and Dean Collins. 


me 2 a 


tion in 1957 was the highest on record and many could not be 
accepted. Right, Miles L. Colean, Dr. J. Brooke Willis and R. 
Manning Brown of New York Life Insurance Company. 


should appraise government-backed loans as against conventional 
financing, should the VA program end as scheduled, etc. FHA 
and VA have their place but there must be changes. 
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pay some respect to the historic pat- 
tern of the business cycle, particularly 
of the longer cycle. 

Dr. Gainsbrugh concluded by say- 
ing that these five areas of potential 
economic weakness could give us the 
first real test of our whole new bat- 
tery of built-in stabilizers and their 
capacity to maintain or restore equi- 
librium. 

Dr. G. Rowland Collins, Dean of 
the Graduate School of Business Ad- 
ministration, discussed “The Short- 
term Economic Outlook.” 


U. S. Spending a Big Factor 


“It would take almost a complete 
halt of the continuing rise in beth 
business volume and in prices to pre- 
vent 1957 from going into the record 
books as the biggest gross national 
product year in United States history. 
However, this G.N.P. projection is 
not all important. We need to re- 
member thai in the recession of 1937 
when industrial production dropped 
10 per cent and stock prices declined 
23 per cent (Dow-Jones) the G.N.P. 
declined by only | per cent. 

“Business activity in the short-run 
is bound to depend largely on the 
course of effective demand. It will 
depend upon the trend of expendi- 
tures for goods and services. Whether 
our business activity in 1957 contin- 
ues to rise above the long-term growth 
trend as it did in 1956, whether it 
pauses and plateaus, whether it sags 

is very directly tied to the action of 
expenditures in four important cate- 
gories. 

Dean Collins sees government 
spending a strong positive factor of 
economic strength for 1957. He feels 
the economic momentum of govern- 
mental programs already under com- 
mitment, to say nothing of the new 
programs that appear to be “musts” 
in the near term will provide substan- 
tial economic impetus. 

Taking all these four factors into 
consideration, Dean Collins finds 
room for real optimism. However, he 
does caution that there are definite 
vulnerabilities in the business picture 
that could prove significantly defla- 
tionary at the slightest conjuncture 
of coincidental down-turns in a few 
of the spending categories. He gave 
these vulnerabilities as declining cor- 
porate profits; a significant decline in 
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corporate and bank liquidity; short- 
term excess productive capacity; and 
the wage-price spiral with its poten- 
tial inflationary dangers. 

In conclusion, Dean Collins said, 
“In 1957 I believe that the sustaining 
economic forces will a bit more than 
offset any declining or plateauing dy- 
namic forces and we are headed for 
a very modest expansion during the 
year.” 

The Wednesday morning topic was 
“Why Mortgage Funds Are in Short 
Supply,” and the chairman was Fred- 
ric S. Bayles, vice chairman of the 
MBA Educational Committee. 

Dr. Jules I. Bogen, Professor of Fi- 
nance, discussed the “Demand for 
Funds from Corporations.” 

Dr. Bogen pointed out that 1956 
witnessed the most acute shortage of 
funds since the late 1920s, and that 
interest rates had risen to the highest 
level in more than a generation. The 
cause, according to Dr. Bogen, was 
the great upsurge in corporate bor- 
rowing superimposed on the great up- 
swing in mortgage borrowing which 
took place in 1955. 

Corporate spending in 1956 was an 
all-time record, $44.5 billion. Dr. 
Bogen pointed out that $30 billion of 
this corporate spending was financed 
by the internal sources of deprecia- 
tion allowances, profit retention and 
by the use of liquid assets. However, 
of the remaining $14.5 billion of cor- 
porate spending, $5 billion came from 
commercial bank loans (which no- 
tably curtailed the banks’ enthusiasm 
for mortgage lending), $5.5 billion 
came from a net increase in bonded 
indebtedness and $4 billion from other 
sources. 

It was Dr. Bogen’s contention that 
the great upswing in corporate spend- 
ing is not due to a short-lived spending 
spree, but rather is being motivated 
by deep-seated forces. Long-term 
planning, which reflects the long term 
optimism of the corporate managers, 
is responsible for much of the cor- 
porate demand for funds. 


Also, Dr. Bogen pointed out, when 
the wages of workers increase steadily 
it is natural for business firms to sub- 
stitute machines which do not receive 
wage increases for workers that do 
receive them. 

He said that since there are some 
forces at work which will tend to 


reduce corporate spending, he expects 
the demand for corporate funds to be 
around $41 billion for 1957, some 
$3 billion below 1956 expenditures. 


He feels bank loans will supply 
about $2.5 billion of these funds and 
he visualizes the distinct possibility 
of 1957 net bond financing exceeding 
the record $5.5 billion of 1956. This 
will probably mean even less money 
will be available for mortgages in 
1957 than in 1956. 


Although Dr. Bogen said he was 
afraid the group wouldn’t take kindly 
to what he had to say next, he ex- 
pressed his feeling that there was a 
need for a real change in the national 
policy toward residential building. He 
felt the industry should not strive 
toward building the maximum num- 
ber of houses that could be sold by 
easy financing backed by government 
credit, but should build only the vol- 
ume consistent with long-run eco- 
nomic stability and high level em- 
ployment. 


De-emphasis on FHA-V A 


While corporate spending remains 
at current levels, Dr. Bogen stated 
his feeling that the use of FHA and 
VA mortgage facilities should be dis- 
couraged. Later, probably in the near 
future when corporate expenditures 
decline substantially, FHA and VA 
terms can be liberalized to help sus- 
tain a high level of economic activity 
and supply the needed homes. 


Dr. Marcus Nadler, Professor of 
Finance, discussed “Federal Reserve 
Policy and the Supply of Mortgage 
Funds.” 


He began by showing how the tight 
money and capital markets are the 
result of many past developments al- 
though they are typically ascribed 
primarily to the Federal Reserve 
Board policy. The demand for capi- 
tal has exceeded the current savings, 
Dr. Nadler pointed out, and since 
industry was operating throughout 
1956 at near capacity, the Federal 
Reserve authorities endeavored to 
prevent the use of bank credit for 
economic expansion purposes in lieu 
of savings. The persistent refusal of 
the Federal Reserve Board to create 
additional reserves for banks in 1956, 
not only reduced the banks’ ability to 
buy mortgages and to make construc- 
tion loans, but it also forced them to 


sell government obligations in order 
to meet the increased demand for 
credit. 

Dr. Nadler cited the fact that net 
purchases of mortgages by commer- 
cial banks during the 12 months 
ended September 1956 amounted to 
$1,960 million as compared with 
$2,620 million during the 12 months 
ended September 1955. Furthermore, 
firm commitments of weekly report- 
ing member banks to purchase mort- 
gages from real estate mortgage lenders 
decreased between November 16, 1955 
and November 14, 1956 by $431 mil- 
lion. In addition, government obliga- 
tion sold by the commercial banks 
were absorbed by other institutions 
which certainly decreased their ability 
and willingness to purchase mortgages. 
Furthermore, the stringency in the 
money and capital markets contrib- 
uted to the high yields which pre- 
vailed in the corporate and tax-ex- 
empt markets and thus mortgages are 
attractive to the various pur- 
chasers. 


less 


When the Federal Reserve authori- 
ties create excess reserves, commer- 
cial banks buy government obliga- 
tions and other securities, and their 
yields decrease. Thus mortgages be- 
come more attractive investments and 
an increasing supply of mortgage 
seeking funds appear. This happened 
in the second half of 1953, and the 
first half of 1954, which contributed 
materially to the sharp increase in 


home building in 1955, he added. 


Credit Loosening Unlikely 


As to future credit prospects, Dr. 
Nadler said, “so long as demand for 
credit and capital remains strong, no 
material change in credit policy on 
the part of the Reserve authorities 
can be expected, even in the face of 
continuing and increasing political 
pressure.” Consequently, a real eas- 
ing in both short, and long term 
markets cannot be expected until busi- 
ness activity begins to show some 
signs of weakness and demand for 
credit becomes less persistent. This 
easing of credit may occur during 
the last half of 1957, concluded Dr. 
Nadler, but in the immediate future 
the supply of funds seeking an outlet 
in the mortgage market will very 
likely be so limited as to adversely 
affect housing starts. 


Another speaker was to have been 
Dr. George T. Conklin, Jr., adjunct 
Professor of Finance, New York Uni- 
versity, but his plane was weather 
bound in Bermuda. Dr. Jules I. Bogen 
agreed, with only two hours’ notice, 
to substitute for Dr. Conklin. 

He stressed the economic impor- 
tance of the VA-FHA mortgage pro- 
grams and pointed out that in the 
third quarter of 1956 nearly 40 per 
cent of the increase in outstanding 
home mortgage debt consisted of gov- 
ernment underwritten mortgages and 
in November 1956, 37 per cent of the 
housing starts were VA-FHA. Dr. 
Bogen felt that VA-FHA rates were 
becoming of increasing importance 
and would certainly have a substan- 
tial effect on the course of mortgage 
lending in the near future. 

He went on to say that, in a period 
of tight money, actually no fixed in- 
terest, regardless of how carefully de- 
termined, can be realistic. A 4-4% 
per cent mortgage obviously would 
sell well when U.S. Government bonds 
were pegged around 2% per cent 
but under today’s conditions even a 5 
per cent rate is not so attractive. 
When corporations are hungry for 
funds, Dr. Bogen pointed out they 
can outbid individuals in the mort- 
gage market, because at the current 
high tax rates the Government pays 
up to 52 per cent of the interest. 
Furthermore, one large loan to a cor- 
poration is much simpler than a num- 
ber of smaller mortgages for the 
lender to handle since there is no 
real servicing or bookkeeping required 
for the one large loan. 

Dr. Bogen discussed the long-term 
outlook for interest rates and possible 
future demand for funds. He pointed 
out that between 1945-1955 private 
debt in the United States increased 
approximately $250 billion. In 1955 
and 1956 the increase was about $50 
billion each year. If this general trend 
continues, Dr. Bogen said, the next 
10 years could bring an increase in 
indebtedness of $250 to $500 billion. 
Since savings would probably lag 
somewhat behind this figure, the pros- 
pect is for continued high interest 
rates. Consequently, if fixed VA-FHA 
rates are retained, there is no imme- 
diate prospect of a substantial diver- 
sion of funds into these areas. Dr. 
Bogen sees two possible alternatives 
to the retention of fixed VA-FHA 


rates. One alternative is to permit 
the development of a free VA-FHA 
mortgage market, that is, let them 
sell at a premium or a discount, which- 
ever conditions dictate. The second 
possible alternative is to provide for 
a flexible VA-FHA rate. So far this 
has been opposed, because of the 
feeling on the part of Congress that 
a lower interest rate is justified on 
VA-FHA mortgages since the Gov- 
ernment’s credit stands behind them. 
The future ability of VA-FHA mort- 
gages to attract funds will be deter- 
mined substantially by which of these 
three methods is utilized, concluded 
Dr. Bogen. 


Position of the Banks 


Dr. J. Brooks Willis, Associate Pro- 
fessor of Banking, Columbia Univer- 
sity, discussed “The Need for Com- 
mercial Bank Funds to Finance 
Future Building.” Dr. Willis stated 
that the Federal Reserve Board’s re- 
strictive monetary policy, in combina- 
tion with the demand for bank credit 
by industry during the past year, re- 
sulted in an actual reduction in the 
amount of short-term construction 
loans, and in loans to real estate lend- 
ers. On the other hand, direct long- 
term residential mortgage loans of 
commercial banks have not only con- 
tinued to rise, but have continued to 
rise more rapidly than time deposits, 
and the rise during the past year 
compares favorably with that of other 
lenders, he said. 


Dr. Willis went on to say that we 
may be entering a period in which 
further sustained growth in commer- 
cial bank mortgage holdings may have 
to depend more upon time deposit 
growth than upon a willingness or 
ability of banks to increase the ratio 
of their mortgages to time deposits. 
Furthermore, he said, it would be 
a mistake to try and satisfy the de- 
mand for real estate credit by making 
them a basis of direct demand deposit 
creation. Dr. Willis found the pinch 
in 1956 on construction and ware- 
house mortgage credit an unavoidable 
consequence of earlier over-commit- 
ments by lenders and of excessive 
demands on the banking system by 
industry for credit with which to 
expand fixed assets. 


On Thursday morning a workshop 
and inter-seminar session replaced 
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the traditional guest lecture. This in- 
novation was tried because of the 
enthusiastic response given by Con- 
ference members to the combined 
luncheon and workshop session inau- 
gurated during the 1956 conference. 


Workshops in Operation 


Each workshop group discussed in 
a private seminar room one or more 
questions concerning a specific mort- 
gage banking problem. Co-chairmen 
were appointed for each workshop 
group, and one reported on the pos- 
sible solutions to the problem and 
the general conclusions determined by 
their group. 

Workshop Group | had Milton T. 
MacDonald, MBA past president, 
and Robert J. Adams as co-chairmen. 
Their workshop topics and conclu- 


sions were: 


>> How many housing starts can we 
expect in 1957 under existing condi- 
tions? 

Consensus of the group suggested 
that 850,000 housing starts could be 
reasonably expected in 1957. 


>> How many housing starts would 
be maximum in 1957? The group felt 
that about 850.000 would be maxi- 
mum, because of the tight money con- 
ditions, and even if the Federal Re- 
serve Board decided to ease money 
no immediate impetus would be given 
to housing starts. 


>> Would building starts of under 
one million houses in 1957 be a catas- 
trophe in the mortgage banking field? 
[he group did not feel it would be 
catastrophic but felt it certainly 
would create serious problems. 

Aubrey M. Costa, MBA past presi- 
dent and Gordon V. May were co- 
chairmen of Group 2. Their work- 
shop topics and conclusions were: 
What changes are desirable in pre- 
vailing practice with regard to down 
payments, mortgage maturity and 
rate of interest? 

Some felt the ratio of the loan to 
the value of the property should be 
increased. Others felt it should not. 
Almost all of the group felt that the 
mortgage terms should be reduced. 
They also felt that FHA mortgages 
should be provided with some sort of 
prepayment penalty in order to pro- 
tect investors. The group was unani- 
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mous in its support of a flexible rate 
of interest for the mortgage market. 


Workshop Group 3 had Carey Win- 
ston, MBA Regional Vice President 
and Benjamin F. Leonard as co- 
chairmen. Their workshop topics and 
conclusions were: 


>> Should the housing and mortgage 
industries favor conventional or gov- 
ernment-underwritten mortgages for 
the future in American housing? 


It was the concensus that the flow 
of mortgage funds would be seriously 
interrupted if either of the above were 
discontinued. Since they have both 
demonstrated their usefulness, they 
should both be maintained. 


>> What changes in government 
underwriting of small home or other 
residential mortgages are desirable? 

The group felt FHA mortgages 
should be liberalized and that the 
VA and FHA programs should be 
merged in such a way as to retain 
liberalized, preferential treatment for 
veterans. 


>> Should the VA mortgage pro- 
gram end as scheduled? 

The group felt it should be allowed 
to run its course and when it had 
served its purpose, be concluded or 
merged with the FHA program. It 
was felt the FHA could probably do 
a better technical job and in addi- 
tion reduce present VA expenditures 
substantially. 

Co-chairmen of Group 4 were 
Carton S. Stallard, member of the 
MBA Board of Governors, and Sid- 
ney H. Tinley, Jr. member of the 
MBA Educational Committee. Their 
workshop topic and conclusions were: 


>> Is FNMA now doing an adequate 
and defensible job, or are new modi- 
fications desirable ? 

The group felt that FNMA is 
doing a reasonably adequate and de- 
fensible job, but has several limita- 
tions. Two limitations the group 
noted were FNMA’s inadequate capi- 
tal and the low rate at which FNMA 
had to operate. The group favored 
flexible rates and mentioned their 
opinion that FNMA would have to 
operate through two or more build- 
ing cycles before its total capital re- 
quirements could be accurately as- 
certained. 


Addison K. Barry and W. W. Mc- 
Collum acted as co-chairmen of 
Group 5. The topics and conclusions 
were: 


>> Do you favor ending the current 
maxima for VA and FHA mortgages? 


The group definitely felt the maxi- 
ma should be abolished. They felt 
fixed interest rates are unrealistic. 
They pointed to the fact that the 
FHA program was originally estab- 
lished to encourage the flow of funds 
into the mortgage market and the 
VA was established to help the vet- 
erans obtain housing. At the time 
they were established the rates were 
adequate, today they are not. The 
group also stated their belief that 
any attempts to control building 
should be by regulating the down 
payment rate not by establishing a 
discount market for mortgages. 


>> Would you favor rates that fluc- 
tuate in a free market? 

The group expressed the view that 
realistic adjustment of interest rates 
are vital to a smooth and adequate 
flow of funds and they contended a 
free market is the most effective way 
to adjust interest rates. 


They felt rates should not be de- 
termined by administrative decree or 
authority except in the setting of 
state legal maximum rates. 


How Criticize the Fed? 


J. Maxwell Pringle and H. Bruce 
Thompson, member of the MBA 
Board of Governors, acted as co- 
chairmen for Group 6. Their work- 
shop topics and conclusions were: 


>> What valid criticism can mort- 
gage bankers make of Federal Re- 
serve policy? 

The group came to the conclusion 
that it is easy to criticize but not so 
easy to criticize with real validity. 
They felt the Federal Reserve Board 
was trying to accomplish a difficult 
task with very limited tools. The 
group could think of many things 
they would like to change, but no 
valid criticisms. 
>> What changes in Federal Reserve 
Policy do you advocate? 

That extension of more credit to 


the building and construction indus- 
try is now in order was the general 


cc 
ar 


B: 


feeling of this group. They felt the 
“moral suasion” letter sent to the 
commercial banks by the Federal Re- 
serve Board unnecessary and 
damaging to the mortgage market. 
They felt the recent increase in in- 
terest rates paid by commercial banks 
on time deposits probably diverted 
funds away from primary mortgage 


was 


lenders. 


They concluded by suggesting that 
perhaps the Federal Reserve authori- 
ties could send a letter to the com- 
mercial banks suggesting the use of 
some of their new savings deposits 
for mortgage lending purposes. 

Brown L. Whatley, MBA past pres- 
ident, and George J. Lentz acted as 
co-chairmen of Group 7. Their topics 
and conclusions were: 


>> Since increased capital expen- 
ditures by corporations, in the face of 
more-or-less constant saving, obvi- 
ously reduce the supply of funds 
available for mortgages, are not se- 
lective credit controls the answer to 
bringing about a proper balance? If 


not, what other solutions do you rec-. 


ommend? 

The group vigorously opposed se- 
lective credit controls. It was their 
feeling that a government controlling 
agency once established was not only 
cumbersome, but difficult to eliminate 
even when the need for it had passed. 
They felt a free market mechanism 
makes fewer mistakes and more cor- 
rect selections than any government 
agency. For suggested solutions to the 
problem they advanced the following 
ideas: 

1. Flexible rates on VA-FHA loans. 


2. Modified regulations on various 
state and other public pension 
funds so that more money is avail- 
able for home mortgages. 

3. Adjustment of federal tax rates 
on corporate profits so that cor- 
porate expansion programs can be 
financed internally instead of by 
borrowing funds which could go 
into mortgages. 

William A. Clarke, MBA past pres- 
ident, and Ronald E. Plott acted as 
co-chairmen of Group 8. Their topics 
and conclusions were: 


>> Should the Federal Home Loan 
Bank System and FNMA be placed 


under the wing of the Federal Re- 
serve to give broader scope and hence 
more potent market powers? In 
short, what could be done to make 
the Federal Reserve more effective as 
a monetary instrument? 

It was felt that neither of the or- 
ganizations should be taken over by 
the Federal Reserve, but should re- 
main autonomous. However, the Fed- 
eral Reserve policies would be more 
effective with better coordination be- 
tween the various agencies. The group 
expressed its opinion that the Federal 
Reserve at the present time had mate- 
rial influence over the two agencies 
with its tight money policy and that 
any attempt to take them over would 
only hurt them politically at this time. 

The toastmaster of the final lunch- 
eon meeting was William H. Osler, 
Chairman of the MBA Educational 
Committee. 

The final topic considered by the 
Conference group was “Pension and 
Welfare Funds as a Mortgage Mar- 
ket.” It was presented by Dr. Roger 
F. Murray, Associate Dean, Graduate 
School of Business, Columbia Univer- 
sity. 

Dr. Murray started his comments 
by pointing out the limited enthusi- 
asm in thé past of the pension and 
welfare funds for mortgages. “Fur- 
thermore, there is nothing,” said Dr. 
Murray, “except a materially supe- 
rior yield that is likely to attract them 


in the future to mortgages, particu- 
larly the individual home mortgages 
most suitabie for trusts of moderate 
size. 

“Competition for pension and wel- 
fare funds from other investment 
media will be extensive in the fu- 
ture,” he said. 

As an example of this competi- 
tion, Dr. Murray cited the wide and 
successful use of common stocks in 
industrial pension funds and the tre- 
mendous pressures brought to bear 
on state and local retirement sys- 
tems to buy only state and local 
bonds. 

Dr. Murray went on to claim that 
“at the present time mortgages are 
relatively quite unattractively priced 
and that it is not likely that shifting 
yield patterns will make mortgages 
materially less unattractive during 
1957.” The inescapable conclusion, 
if these expectations are valid, is 
that pension and welfare funds will 
not be attracted to the mortgage 
market during most, if not all, of 
1957, he stated. 

In conclusion, Dr. Murray said, 
“With traditional mortgage lenders 
savings and loan associations, life 
insurance companies, and mutual 
savings banks) continuing to supply 
money in substantial and fairly reg- 
ular amounts, there may not be 
much reason to make a strong ap- 
peal to pension and welfare funds.” 





—— 





FLEXIBLE INTEREST RATES 
CAN BEST BE SECURED ON 
CONVENTIONAL MORTGAGE LOANS | 


Thirty-five years experience representing institutional investors in 
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The rapid growth of our Dallas lending area enables us to offer our 
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Simple as that 





Not Enough Money To 
Unless We Want Inflation 


too many people and too many businesses want to do too much and 






o Around 





there isn’t enough credit to finance it all—unless the country is ready to stand for a 
good, big dose of inflation. Such was the conclusion of those who spoke on and dis- 
cussed the problem of tight money at the MBA-SMU Senior Executives Conference which. 
like its companion meeting in New York, had for its objective the explanation of why 


and when might we logically expect they may get easier. 


mortgage 


[ WAS the same general theme 
tight 


money at MBA’s othe 
Senior Executives Conference in Jan- 
uary, this time the second annual 
edition of the meeting established last 


Methodist 


sity in Dallas. Tight money, how long, 


year at Southern Univer- 


how severe, causes, effects and pos- 
sible relief; the pension fund market 
for mortgage loans, how can it be 
opened, where are the tools we need 
to do it. 

C. Canby Balderston, distinguished 
vice chairman of the Board of Gov- 
ernors of the Federal Reserve System, 
rose to the defense of his agency and 
the decisions it has made. 


“Too many people want too many 


things too fast steel, cement and 


As a nation we are trying to 
than 
duced, trying to spend more than 


labor 


buy more goods can be pro- 


our incomes, trving to borrow more 
than we save. If we should suc- 
ceed, the result can only be higher 


prices, and we would suffer inflation 
with its destruction of savings and its 
injury to those dependent on them. 
The latter the 
traditional widows and school teach- 


now include not only 
ers whose incomes are fixed, but the 
millions of wage earners and citizens 
rights, other 
life 


building up pension 


fringe benefits, and insurance 
equities. 
“To 


avoid spending more than we 


prevent inflation, we must 
earn 
In a free econ- 
making money 


relatively, as 


through production. 
this by 


credit as 


omy, we do 
and scarce, 
the goods people want to buy with 
This means that 
the interest rate 
goes up rather than the price of 


money and credit. 


the price of money 





funds are short 
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goods. Credit is allocated in the mar- 
ket place to those borrowers that are 
willing to pay the higher price of 
The weaker demands for 
are set and with them 
some of the demands for goods. 


money. 
funds aside 

“In this country, the Congress has 
made the Federal Reserve trustee 
over the total supply of money and 
credit. Its obligation as trustee is to 
carry on its work free from partisan 
political pressure on the one hand or 
private business pressure on the other. 
Specifically, its role is to regulate 
the reserves available to commercial 
banks so that bank credit may con- 
tract and expand in accordance with 
the fluctuating needs of the economy. 

“At the same time the allocation 
of the available supply of money and 
credit is left to the competitive forces 
of the market. In this way decisions 
of individual borrowers and lenders 
stand as the basis for making the 
best use of the economy’s resources.” 

Our economy is being tested, he 
said, in our determination to make 
free markets work successfully. 

“The solution is not to be found 
in supplying sufficient bank credit to 
meet all credit demands, both strong 
and weak. That route leads to out- 
right inflation with all its hardships 
and indiscriminate evils. Rather the 
answer is to be found in making free 
A large step toward 
this remove institutional 
rigidities, legal limitations 
on interest rates payable on mort- 
gages and school bonds. If free mar- 
kets are combined with sound mone- 
tary and fiscal policies, the long-term 
social gains from the economy depend 
the quality of the decision 


markets work. 
end is to 
such as 


upon 









making of business and labor officials 
and of consumers.” 

And what do the credit restrictions 
mean for the mortgage business this 
year? President John F. Austin, Jr.. 
supplied these observations— 

“Last year of the 1,096,000 new 
private dwelling units started, about 
636,000 were attributable to conven- 
tional financing, 190,000 to FHA, and 
270,000 to VA. During 1957, we 
should see an increase in the number 
of conventionally financed units to 
perhaps as many as 700,000, though 
this would certainly appear to be a 
limit. If money conditions will begin 
to show some easing after March, the 
present rate of drop in FHA volume 
should be reduced, and we might as- 
sume something like 180,000 units 
from that source. 

“A sharp drop in VA activity seems 
inevitable despite whatever may be 
done by a rate increase, if that should 
come about, or by expanding the 
FNMA or direct lending programs. 
But at the worst, the VA program is 
likely to account for around 150,000 
starts. Such a calculation indicates a 
good possibility of a total of 1,000,000 
new units or perhaps even a little 
more in the present year; and that is 
about where I expect we shall come 
out. 

“The great ‘if’ in the prospect is 
the effect of government policy on 
the part of the building market that 
has been dependent on insured and 
guaranteed financing. I fear that the 
tendency of Congress will be to seek 
substitutes for a frank release of these 
systems to find their way in the mar- 
ket. Instead we seem likely to see 
attempts to support a submarket rate 
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At the SMU dinner: James A. Cheek, Everett Mattson, T. A. 
Robinson, Jr., Lynn Hill, standing, Robert T. Wellborn, Henry 
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Luncheon at SMU. Reception at SMU with the Texas MBA 
playing host. Below, on the campus. Back a few pages, NYU 
Conferees were noted riding in buses to and from sessions. Here 
the SMU Conferees are going back and forth but on foot. Right, 





A young lady who never gets behind in her studies—Mrs. Zelpha 
Schoen Mitsch of New Albany, Ind., only woman graduate from 
MBA’s School of Mortgage Banking, greeted by some SMU 





President Austin addresses one of the sessions. Right, Jim Teeling 
tells a story, a Texas story of course. Listening spellbound, Dr. 
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Conferees. Right, L. O. Kerwood, Mayor Thornton of Dallas, 
Dr. Willis M. Tate of SMU, President Austin, Frank J. McCabe, 
Jr., J. DuVal West and Aubrey M. Costa. 
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Theodore J. Kreps of Stanford, William F. Keesler, Ernest E. 
Rutgers, Ames L. Gill, Jerry B. Frey, Jr., and Frank J. McCabe, Jr. 
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P. Everts and John R. M. Wilson. Right, Paul Crum, S. F. 
White, John F. Coble. William G. Cooksey and C. W. Courtney. 


Vice Chairman C. Canby Balderston of the Federal Reserve Board 
and H. Bruce Palmer, president of Mutual Benefit Life Insurance 
Company. Money and credit have to be rationed today because 
there are too many demands, said Vice Chairman Balderston. 
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through a liberal use of the public 


credit.” 


Looking beyond our problems of 
today into the tomorrow when things 
may be different—say, when the gov- 
ernment will begin to decrease its 
participation in the field of housing 
and financing, particularly the purely 
welfare aspect-—-what are the pros- 
pects? 

Prof. Theodore J. Kreps of the 
graduate school of business of Stan- 
ford University asked the question 
and supplied an answer 

“Will the government continue to 
participate in the financing of hous- 
ing? The answer seems to be yes, at 
least so long as it is committed to the 
goals of promoting economic growth, 
providing maximum opportunity for 
sustaining high levels of employment, 
and moderating the business cycle. 

“The answer comes out in the af- 
firmative also when one notes the 
diversity of financial institutions, the 
new ones springing up and old ones 
branching out in competitive profu- 
sion, each looking to government to 
maintain a semblance of order. 

“Finally, the clamor for selective 
controls seems likely to increase rather 
The outlook, therefore, 
is for continued debate, experimenta- 


than abate. 


tion and readjustment of agencies, 
methods, operations, and administra- 
tions of government participation in 
the financing of housing.” 

But possibly, just possibly, the con- 
ditions of today, unpleasant as they 
appeal now, may be the exact sober- 
ing influence that is needed. William 
F. Keesler, senior vice president of 
the First National Bank of Boston, 
an institution with a keen apprecia- 
tion of all the facets of financing real 
estate, observed 

“If the truth is known, it is a 
fact that a large percentage of com- 
mercial bankers have felt for several 
years that there was too much false 
impetus behind residential building, 
and that there were too many houses 
being built in their respective com- 
munities. 

“As we look back at it now, we 
realize that they were not in many 
cases familiar enough with the de- 
mand that developed through growth 
plus easy financing. But they have 
been right recently in some areas and 
certainly would be in many others if 
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tighter money had not slowed up the 
pace of new developments. 

“The local commercial banker alone 
has not had too much control over 
the situation when there were in- 
vestor take-out commitments for 
builders mortgages, and perhaps he 
should not have been too concerned 
if the mortgages were guaranteed by 
the government and mainly purchased 
by banks and other investors out of 
his own area. 

“The mortgage banker, however, 
considering his own loan portfolio 
servicing account) must be contin- 
ually concerned about the danger of 
community over-production of houses 
and the effect on the secondary 
house market. 

“My own feeling is that this is 
a particularly good time for more 
cooperation between mortgage bank- 
ers locally and between them and 
the commercial bankers, not only to 
help develop new housing of a type 
and quality that is needed, but also 
to discourage further development.” 

As to that lucrative, elusive market 
we see on the horizon—the one that 
nobody has been able to crack to any 
the pension trust, the pros- 
pect for selling mortgage loans to 
them is hopeful but it will be im- 
proved if some method can be devised 
whereby an investment mechanism 
can be created for “packaging” mort- 
gages and issuing securities against 
them. So said Ernest E. Rutgers, vice 
president of the New York firm of 
Eleford & Rutgers. 

The chances for attaining this ob- 
jective, he declared, will be better if 
an industry approach is used rather 
than “every man for himself.” Last 
Spring, he said, the first step in reach- 
ing this end was about to be accom- 
plished and probably some substantial 
sales would have been made to these 
funds but the change in credit condi- 
bonds, purchase-lease- 


extent 


tions made 


backs and certain other investment 
media so attractive that the move 
was virtually halted. 


Mr. Rutgers pointed out that in 
the pension funds now about 53 per 
cent of assets are in corporate bonds, 
more than 18 per cent in U.S. bonds, 
about an equal amount in common 
stocks and only about 10 per cent in 
preferred stocks and other assets. 
Probably less than $100 million of 
pension fund money is now invested 
in residential mortgages, he estimated. 


“Whatever decisions are made as 
to the proper stimuli for increasing 
the flow of pension money, they 
should be with the full realization 
that the investment men, who are 
presently handling pension trust 
funds, are extremely intelligent, 
thoughtful people, many of whom 
have carefully examined the mort- 
gage picture and know as much, if 
not more, about the relative merits of 
our product for their type of funds 
than we do,” he said. “The simple 
conclusion that pension funds should 
buy mortgages because life insurance 
companies buy mortgages is not justi- 
fied. It is to a degree true that 
mortgages have suffered because pen- 
sion funds have been administered 
basically by bond men and it is in- 
evitable, under these circumstances, 
that some will harbor immovable prej- 
udices; but I am convinced that, for 
the most part, the absence of interest 
in our direction is either because they 
don’t know enough about our prod- 
uct to properly evaluate it or because 
other investment media have been 
just so attractive that they have 
avoided us by preference.” 

Just as the MBA-NYU Conference 
is a sell out affair, MBA-SMU meet- 
ing—even though only in its second 
year — was also a capacity matter. 
Forty-six cities in 21 states were rep- 
resented and total attendance was 
exactly 101. 
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See You in St. Louis for the 
Mortgage Servicing Clinic 


lhe servicing problems of mortgage Clinic devoted primarily to serving by E. W. Hudspeth, president of the 
companies with portfclios of less than MBA member firms in the central St. Louis MBA and vice president, 
twenty million dollars will be empha- part of the country follows the initial _Maginn-Martin-Salisbury, Inc., St. 
sized in MBA’s second Mortgage meeting in Philadelphia January 17- Louis. 
Servicing Clinic in St. Louis, Hotel 18 attended by approximately 450. The opening session of the St. Louis 
Statler, March 14-15. An entire ses- Presiding at the St. Louis meeting Clinic will be a panel discussion of 
sion of the two-day conference will be will be W. C. Rainford, president, modern methods and latest develop- 
for this “Under Twenty Million Club.” Mercantile Mortgage Co., Granite ments in servicing and accounting for 

This second Mortgage Servicing City, Illinois, with an opening talk correspondents with Thomas E. Mc- 
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That mortgage companies are alert as never before to the im- because servicing offers the best place to streamline and increase 
portance of their servicing operation was evidenced by an attend- profits. A. A. Johnson expounds on one phase and, right, How- 
ance of 450 at MBA’s first 1957 Servicing Clinic. They’re alert ard Meyer on another. 
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A view of the Clinic and right, President John F. Austin, Jr., Edward J. DeYoung, conducting a session. It’s during low-pro- 
addressing the meeting. Below, W. A. Clarke, speaking and, right, duction periods that we appreciate our servicing more, he said. 
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Donald, vice president, T. J. Bettes 
Company, Houston, as moderator. 
Simplified collection and depositing 
procedures, escrow analyses, handling 
disbursements and understanding 
FHA and VA regulations will be 
among the topics. 

Panel participants will include: 

Edwin G. Callahan, chief counsel, 
Home Mortgage Section, Federal 
Housing Administration, Washington, 
D. C.: 

Raymond L. Davis, treasurer, Mur- 
phree Mortgage Co., Nashville; 

Wm. J. Lierman, controller, Mer- 
cantile Mortgage Co., Granite City, 
I}linois ; 

Wm. I. DeHuszar, treasurer, Dov- 
enmuehle, Inc., Chicago; 

P. N. Brownstein, assistant director 
for loan policy and management, Vet- 
erans Administration, Washington, 
D>. C.: 

W. W. Dwire, vice president, Citi- 
zens Mortgage Corporation, Detroit; 

A. A, Johnson, vice president, Colo- 
nial Mortgage Service Company, 
Upper Darby, Pa. 

At the luncheon session on the first 
day, MBA Vice President John C. 
Hall will speak on why modernization 
of servicing procedures is essential at 
this time to assume maximum profits. 

Chat afternoon’s session will be de- 
voted to a panel discussion of investor- 
correspondent problems, with Edward 
J. DeYoung, MBA director of ac- 
counting and servicing, as moderator. 
Specific subjects into which the panel 
will delve will be “Are Regular In- 
spections Necessary?”; “Why the De- 
lay in Standardization of Forms,” etc. 
Panel participants will include: 

Howard E. Meyer, manager of serv- 
icing, New York Life Insurance Com- 
pany, New York City; 

Joseph L. Engleman, director of 
mortgage servicing, Mutual Life In- 
surance Company of New York, New 
York: 

Homer B. Gibbs, assistant vice pres- 
ident, The National Life and Accident 
Insurance Company, Nashville; 

John K. Benoit, manager, Equitable 
Life Insurance Company of Iowa, Des 
Moines; 

B. A. Dietrich, Federal National 
Mortgage Association, Dallas; 

Ollie E. Rollings, Jr., manager, 
Liberty National Life Insurance Co., 
Birmingham ; 


54 THE MORTGAGE BANKER + March 1957 














St. Louis Speakers 
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Howard Meyer W. I. DeHuszar 


Homer Gibbs 


A. A. Johnson 


P. N. Brownstein T. E. McDonald 


E. J. DeYoung John Hall 


J. G. Driscoll, vice president, Gen- 
eral American Life Insurance Com- 
pany, St. Louis. 

That evening the St. Louis MBA 
will be host at a reception. 

The St. Louis Clinic will feature 
some field inspection trips, one of 
which is to the Mercantile Mortgage 
Company, to study an IBM operation 
and the other to Laclede Bond & 
Mortgage Co. for another type of 
machine bookkeeping operation. 














Carlyle McDowell Is 
New Head N. Carolina 


The North Carolina MBA elected 
Carlyle McDowell, vice president of 
Wachovia Bank & Trust Co., Wins- 
ton-Salem, president to succeed Nat 
G. Speir of N. G. Speir Inc., Char- 
lotte, who becomes a director. 


Other new officers are Ike C. Lowe 
of McDonald Mortgage Co., Char- 
lotte, vice president; John S. Wil- 
liams of Williams-Malcolm Co. Inc., 
Winston-Salem, secretary; Edwin C. 
Rochelle of State Capital Life In- 
surance Co., Raleigh, director; and 
Marion G. Follin of Pilot Life Insur- 


ance Co., Greensboro, director. 


MBA General Counsel Sam Neel 
addressed the meeting and said if the 
VA loan rate is not increased the 
program will die. And if it dies, Neel 
said, it will mean the end of the 
Voluntary Home Mortgage Credit 
program. 

He said the proposal to use Na- 
tional Service Life Insurance funds 
for investment in direct VA home 
loans. at 4% per cent is not a real 
solution, since the funds would not 
be sufficient and it would necessitate 
selling bonds to create cash for NSLI 
and would hurt the bond market. 

He expects, instead of a VA rate 
boost, that Congress will do some- 
thing under FHA to make more lib- 
eral financing available to veterans. 
He suggested a lower down payment 
and longer terms. 

Other speakers on the program in- 
cluded Frank Angell, Angell Mort- 
gage and Realty Company, Roanoke, 
Virginia, on “Single Family Con- 
ventional Loans,” Ernest T. Rutgers. 
vice president, Eleford & Rutgers, 
Inc., New York, on “Increasing the 
Flow of Pension Funds into Mortgage 
Loans,” Charles P. Landt, executive 
vice president, Cameron-Brown Com- 
pany, Raleigh, N. C.; Frank Cella, 
treasurer, Cameron-Brown Company, 
Charlotte, on “How We Handle Our 
Tax Escrow,” Vincent J. Cardinal, 
service manager, N. G. Speir, Inc., 
Charlotte, N. C., on “How We Han- 
dle Our Delinquent Accounts,” and 
A. Clark Frazier, vice president, 
Georgia Loan and Trust Company, 
Macon, Georgia, on the MBA School 
of Mortgage Banking. 
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New Orleans Conference Next on 
1957 Nationwide Meeting Series 


Spearheading the MBA spring cir- 
cuit of meetings will be the Southern 
Mortgage Conference in New Orleans, 
Hotel Roosevelt, March 21-22. And, 
in keeping with today’s principal con- 
cern among mortgage men, full atten- 
tion will be focused on the tight 
money situation and its possible future 
ramifications within our own industry 
and certain allied fields as well. 


The initial Conference session of 
the two-day meeting is scheduled for 
9:30, Thursday morning, March 21. 
Presiding will be John Dane, Jr., 
Dane & Northrop, New Orleans. Dr. 
Roland Q. Leavell, president, New 
Orleans Baptist Theological Seminary, 
will give the invocation; after which, 
Wallace Davis, president, New Or- 
leans Chamber of Commerce, will 
speak a few words of welcome. 

First speaker of the morning will be 
MBA President John F. Austin, Jr. 
who will analyze “Prospective Devel- 
opments in the Mortgage Market.” 
R. Manning Brown, Jr., vice presi- 
dent, New York Life Insurance Com- 
pany, will discuss the “Life Insurance 
Company Investment Outlook for 
1957.” Two topics of direct relevance 
to our Southern members are included 
in this first session: “Investments in 
the South by Eastern Savings Banks,” 
to be covered by R. Stewart Rauch, 
Jr., President, The Philadelphia Sav- 
ings Fund Society and “The Future 
of Economic Expansion in the South,” 
by Robert W. French, Director, Board 
of Commissioners, Port of New Or- 
leans. 

The afternoon session, starting at 
2:00 P.M., will be devoted to a 
“Round-Table Discussion of Current 
Mortgage Problems”—a special fea- 
ture sponsored by YMAC, the young 
men’s organization within MBA. This 
group, composed of the younger men 
in the industry, has been responsible 
for some highly stimulating sessions 
at past meetings; and in this current 
offering they intend to “kick around” 
some of the current mortgage prob- 
lems confronting the industry. Em- 
phasis, of course, will be from the 
a_ highly 


r an’c Hew ; = 
young men’s viewpoint 


important one, too, since these young 
men of today will be the financial 
executives of tomorrow. 

On Friday morning, March 22, the 
second Conference session will open 
with George W. Lubke, Jr., president, 
George W. Lubke, Inc., Daytona 
Beach, speaking on “Why You Should 
Attend the Mortgage Banking 
Schools.” He will be followed by 
Hamilton Crawford, president, Craw- 
ford Homes, Baton Rouge, who will 
undertake the topic, “The Prefab’s 
Role in Home Building Today.” 


Hon. Albert Rains, Representative, 
Fifth District, State of Alabama, will 
speak on “Prospective Legislation 
Affecting Housing and Housing Fi- 
nancing.” A panel discussion will 
conclude the session. Samuel E. Neel, 
MBA general counsel, Washington, 





John F. Austin, Jr. C. E. Sigety 





Walter Nelson 





R. M. Brown 


T. J. Sweeney 


D. C., will moderate the panel. Par- 
ticipants will be: 

Charles E. Sigety, deputy commis- 
sioner, Federal Housing Administra- 
tion, Washington, D. C. 

J. Stanley Baughman, president, 
Federal National Mortgage Associa- 
tion, Washington, D. C. 

Thomas J. Sweeney, director, Loan 
Guaranty Service, Veterans Adminis- 
tration, Washington, D. C. 

John H. Arrington, deputy assistant 


secretary, Department of Defense, 
Washington, D. C. 


In addition to these regular busi- 
ness sessions, a full schedule of social 
events has been planned for all con- 
ferees. Regularly scheduled tours of 
the famous New Orleans French 
Quarter—the Vieux Carre—will be 
conducted on Thursday afternoon. 
That evening there will be a night 
cruise on the Mississippi, aboard the 
river boat, S.S. President. The cruise 
will depart from the foot of Canal 
Street, at 7:30 P.M. There will be a 
cocktail party on board with the 
Louisiana MBA as host. Buses will be 
available both before and after the 
cruise to transport the registrants to 
and from the Roosevelt Hotel. 


On Friday afternoon a golf tourna- 
ment will be held for all registrants 
at the Metairie Country Club. There 
will be trophies awarded to both the 
low gross winner and low net winner. 
At 7:00 P.M. that evening the Louisi- 
ana Title Association will be host at 
a cocktail party in the Roosevelt Hotel. 


In addition to these “all-invited” 
activities, the ladies attending the 
Conference will be in for a special and 
unusual treat—‘Breakfast at Bren- 
nan’s” on Friday morning, March 22, 
at 10:00 A.M. The menu, at this 
world-famed eatery in the heart of 
the Vieux Carre, includes such differ- 
ent and tempting dishes as Eggs 
Sardou, Escargots au Beurre, Eggs 
Bourginonne and Pompano Toulouse 
—to cite just a few. Following break- 
fast, the ladies will go on a guided 
walking tour of the French Quarter. 
Tickets for this event will be covered 
in the special ladies’ registration fee 
of $10.00. It is suggested that all 
registrations be submitted as promptly 
as possible. 
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When MBA members convene in 
New Orleans in March, they will be 
meeting in a city unlike any other in 
the United States—a city both old 
and new, a city of striking contrasts 
and rare charm. Although truly an 
American city, it offers a distinct 
foreign atmosphere coupled with a 
beguiling combination of fine old tra- 
ditions with vigorous modern ideas. 
Sprawled in a huge bend of the Mis- 
sissippi River, a little more than 100 
miles from its mouth at the Gulf of 
Mexico, New Orleans is—at one and 
the same time—the oldest city of the 
Mississippi Valley, the business city of 


the South, the second port of the 
nation in the value of foreign com- 


merce, a city famous for old world 
atmosphere and romantic tradition. 
From a small French settlement in 
1718, New Orleans has developed into 
a bustling, modern city of 600,000 
people. It is, in fact, two cities, each 
with a distinct personality. The old 
city, the Latin city, is to be found in 
the “Vieux Carre’’—literal transla- 
tion: Old Square—known more popu- 
larly, today, as the French Quarter. 
Here is to be found all the flavor of 
the early New Orleans, very much as 
it was more than a century ago. The 
entire quarter is noted for its old 
homes and buildings of quaint Creole 
architecture, with their famed bal- 
conies of fancy ironwork, and their 
lovely patios. Focal point of the 
French Quarter is Jackson Square, 
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Most Colorful City in America 


originally named Place d’Armes by 
the French. There, the early settlers 
built the old parish church; and there, 
the St. Louis Cathedral, erected in 
1794, stands to this day. Flanking the 
square are two long red_ buildings, 
known as the Pontalba Apartments, 
and believed to be the first structures 
of this kind erected in the United 
States. 

When Louisiana became part of the 
United States in 1803, the French and 
Spanish inhabitants of early New Or- 
leans—proud of their Latin heritage 

resented the influx of Americans 
with their different customs and a 


we as 
, "} ae, 
a 
different language. The Americans, 
in turn, formed a colony of their own; 
and what was virtually a different 
city developed on the opposite side 
of Canal Street, which still divides the 
old city and the new. Remaining from 
this period is that famous section of 
New Orleans known as the Garden 
District, with its elaborate ante-Bellum 
structures set in the middle of land- 
scaped grounds, and with boundaries 
almost as sharply defined as those of 
the “Vieux Carre.” 

But it is not only with these relics 
of a glorious past that one catches the 
true fascination of New Orleans. To 
the visitor, the modern city, with its 
wide streets and avenues; its spacious 
residences; its beautiful parks—of 
which two, Audubon and City, are 
devoted to retaining the natural 
beauty of the early Louisiana scene; 





its miles of docks; its great industrial 
plants; its fine shops and excellent 
restaurants; is a source of interest 
that, in a way, matches the charm of 
the old city—especially as the sharp 
contrast of the two seems to heighten 
the attractiveness of each, 

Modern New Orleans, in recent 
years, has seen giant airplanes come 
and go at three airports. It has seen 
thousands of acres of land reclaimed 
from Lake Pontchartrain into one of 
the finest residential sections of the 
South. It has seen the majestic Huey 
P. Long Bridge rise over the Missis- 
sippi where many engineers said no 


Much of the night life of 

New Orleans is centered along 
Bourbon Street in nightclubs which 
feature the Dixieland jazz music 
which had its birth in this city. 
Seen left is the street bus “Desire” 
which recently replaced the 

street car of that name. On the left 
is the famous Absinthe House, 
erected in 1806 as a combination 
residence and business establishment 
and now noted for the absinthe 
frappe served there. 


bridge could be built. 

Major economic lifeline of the city 
is its port, ocean gateway for the Mid- 
Continent area of the United States. 
To handle the world trade of this 
great empire, New Orleans has sup- 
plied port facilities valued at $300 
million and second to none in the 
country. The city, likewise, ranks 
second only to New York in its volume 
of foreign steamship service. It is also 
a major air terminal of the world and 
a major railroad center, served by 
eight major railroads. 

The availability of raw materials 
is one important economic factor en- 
joyed by New Orleans; likewise, the 
city’s position as a major port enables 
it to draw upon the world for a 
constant source of raw materials not 
produced in this country. Today, New 

(Continued page 60) 
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New San Diego MBA Is Organized 


The San Diego Mortgage Bankers 
Association has been organized with 
24 charter members all of whom are 
engaged in mortgage banking. The 
founding President is Henry Rasmus- 
sen, Jr., vice president of John Burn- 
ham & Co.; vice president, Robert 
L. Black, vice president of Palomar 
Mortgage Co.; secretary, Jack W. 
Barnett, vice president of McMillan 
Mortgage Co.; and treasurer, Edwin 


W. Bingham, vice president of the . 


First National Trust and Savings 
Bank. They and John P. Starkey, 
vice president of the Southern Mort- 
gage Co., constitute the board of 
directors. Keith Lister, president of 
the Lister Investment Co., was named 
publicity chairman. 

The association will keep its mem- 
bers informed of changes in laws and 
of legislation affecting the mortgage 
business; will hold meetings for the 
discussion of problems and other mat- 
ters of interest to those engaged in 
the mortgage business; and will fur- 
ther professional knowledge and ad- 
vancement of mortgage banking 
through education. 

“We also hope to stimulate the flow 
of new eastern investment capital into 
the burgeoning San Diego area,” Ras- 
mussen said. 

Members of the association include 
mortgage loan correspondents; and 
insurance companies, commercial 
banks, trust companies and other 
firms and individuals engaged in the 
mortgage banking business. 

Above, Henry Rasmussen, Jr., cen- 
ter, president, receives gavel symbolic 
of office from John P. Starkey, ex- 
treme right, director. Watching are 
left to right, Jack W. Barnett, secre- 





tary; Robert L. Black, vice president, 
and Edwin W. Bingham, treasurer. 


James G. Hardy, Jr. 
Heads Atlanta MBA 


James G. Hardy, Jr., vice president 
in charge of the mortgage loan de- 
partment of Spratlin, Harrington & 
Thomas, has been elected 1957 presi- 
dent of the Atlanta MBA. 

He succeeds Donald K. Vanneman, 
of Etheridge & Vanneman, who be- 
comes a member of the board of 
directors. 

Other officers elected at the annual 
meeting are John S. Schneider, vice 
president and mortgage loan head of 
D. L. Stokes & Co., vice president; 
Jack M. Martin, Colonial Investment 
& Mortgage Co., secretary, and Edgar 
P. Farrell, loan officer of Adair Realty 
& Loan Co., treasurer. 

Other directors, in addition to Mr. 
Hardy and Mr. Vanneman are 
Thomas V. Cauble, Jack Hamilton, 
C. B. LeBey, Sr., Jack Adair, L. 
Blaine Bailey, Jerry M. Mills and 
James L. Starnes. 


Florida MBA Holds 


Education Clinic 


The Florida MBA, in cooperation 
with the University of Miami, will 
sponsor a Mortgage Banking Educa- 
tional Clinic in Coral Gables March 
7 and 8. Florida MBA and Univer- 
sity officials directing the course in- 
clude L. K. Horn, controller, Lon 


Cleveland and St. 
Louis MBAs Elect 


E. W. Hudspeth, vice president, 
Maginn-Martin-Salisbury, Inc., is the 
new president of the St. Louis MBA. 
Other officers elected include Chester 
Disse, vice president, Vorhof-Duenke 
Real Estate Co., secretary; W. C. 
Rainford, president, Mercantile Mort- 
gage Co., treasurer and William J. 
Byrne, secretary and loan officer, 
Dolan Co., vice president. 


visor of Equitable Life Insurance So- 
ciety, has been elected president of 
the Cleveland MBA, succeeding Ed- 
ward M. Coen, vice president of 
T. W. Grogan Co. Others named are 
Robert D. Templeman, vice president; 
Karl W. Kuhn, secretary and Thomas 
M. McCulloch, treasurer. New board 
of governor members are Bertrand W. 
Bendell and H. Lloyd Fulton. 


Worth Crow. Company and chair- 
man, Educational Committee, Florida 
MBA; Frank W. Reed, trust officer, 
The First National Bank at Orlando, 
and president, Florida MBA and Dr. 
Dan Steinhoff, Jr., dean, evening di- 
vision, University of Miami. 

Among the speakers and their sub- 
jects will be Levie D. Smith, M.A.I. 
and senior partner of Smith & Son, 
appraisers, Lakeland, Florida, “Fun- 
damentals of Appraising”; F. E. 
Scott, assistant vice president, Lon 
Worth Crow Company, Miami, 
“Practical Underwriting Procedures”; 
King Upton, vice president, The First 
National Bank of Boston, “Interim 
Financing.” 

Also Dr. William G. Heuson, asso- 
ciate professor of finance, University 
of Miami, “Discussion of Economics 
and Banking”; Ernest G. Gearhart, 
Jr., vice president, advertising and 
public relations department, The 
First National Bank of Miami, “Dis- 
cussion of Public Relations”; James 
K. Rush, Anderson & Rush, attor- 
neys, Orlando, “Fundamentals of 
Loan Closings”; Lon Worth Crow, 
Jr., president, Lon Worth Crow Com- 
pany, Miami, “Submissions to In- 
vestors” and Edward J. DeYoung, 
MBA director of Accounting and 
Servicing, “Fundamentals of Servic- 
ing and Accounting.” 
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Attacks Begin on 
Foreclosure Laws 


After years of talk and hopeful 
planning, signs of tangible action are 
appearing in various parts of the 
country to modernize outmoded mort- 
gage and foreclosure laws. In January 
in these pages was told the plans of 
the Chicago and Illinois MBAs to 
effect major changes in that state’s 
foreclosure laws. A more recent de- 
velopment is in Indiana where the 
Committee to Shorten the Mortgage 
Redemption Period has been organ- 
ized with Robert W. Moore as chair- 
man Mr. Moore also heads the 
Indianapolis MBA. A bill has been 
introduced in the Indiana Senate to 
shorten the redemption period from 
12 to 6 months in the law which was 
enacted in 1881. As the Committee 
notes, 30 states have a shorter period 
and 21 of these have no period at all. 

Che Indiana effort emphasizes that 
the success of the movement will 
“lower the dam which holds back the 
supply of mortgage money in the 
state” and thus produce more homes 
for residents. Significantly, the Indi- 
ana effort is by no means a movement 
by and for mortgage interests—on the 
committee are prominent representa- 
tives from the savings and loan field, 
building materials, real estate, bank- 
ing, the bar association, title com- 
panies, prefabricated manufacturers, 
home builders and others. The com- 
mittee, in its literature, explains the 
why and how of the effort and points 
out how the revision would benefit 
all the various groups. First, they 
point out, lenders would considet 
Indiana loans more than they do 
today, housing construction would be 
spurred. Labor would be greatly aided 
in the end because there would be 
more work to do. 

In those states which badly need 
legislative reform in their mortgage 
and foreclosure laws, no greater chal- 
lenge confronts them. Indiana is one 
of them, and in this state forward- 
looking citizens are making a sys- 
tematic effort to make the reform. 


>> EDUCATION: A _ week’s short 
course to give mortgage lenders an 
understanding of the home-building 
industry will be conducted July 8-13 
by the University of Illinois Small 
Homes Council on the Urbana- 
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John Dane, Jr. Heads Louisiana MBA 





John Dane, Jr. of Dane & Northrop, 
New Orleans, was elected president 
of the Louisiana MBA at their an- 
nual meeting, succeeding Louis P. 
Wolfort of Miller Mortgage Co., Inc., 
New Orleans; Tyler Bland, Rapides 
Bank & Trust Co., Alexandria and 
W. W. Baltar, III, Baltar Mortgage 
Co., New Orleans, were elected vice 
presidents, and Lloyd Adams, Lawyers 
Title Insurance Corporation, New Or- 
leans, was elected secretary-treasurer. 

Elected to the board of governors 
for the coming year were Louis P. 


Wolfort; T. Hendon Blaylock, Blay- 


Champaign campus. Registration is 
open to all persons engaged in home 
financing and appraising. 

Sessions will include discussions on 
land planning, architectural design, 
blueprint reading, plumbing, wiring, 
insulation, heating, summer cooling, 
materials, and construction of foun- 
dations, floors, walls and roofs. All 
lectures will be presented by Univer- 
sity of Illinois faculty members. 


lock Investment Corporation, Shreve- 
port; Raymond E. Kron, Collins & 
McInnis Mortgage Co., Baton Rouge: 
David G. Laux, Standard Mortgage 
Corporation, New Orleans; Douglas 
L. Black, Delta Mortgage Corpora- 
tion, New Orleans; Waldo E. Fran- 
cois, Pan American Life Insurance 
Co., New Orleans and M. C. Gehr, 
Delta Investment Co., Alexandria. 


Above, standing, left to right, Lloyd 
Adams, Tyler Bland and W. W. Bal- 
tar, III; seated, left to right, Louis 
P. Wolfort and John Dane, Jr. 


Baltimore MBA Names 
L. $. Wilson for 1957 


Leslie S. Wilson of W. Burton Guy 
& Company was elected president of 
the Baltimore MBA for the coming 
year and William W. Blandford of 
the Sun Life Insurance Company was 
named vice president. H. Evans 
Smith, Jr. of Walker & Dunlop, Inc. 
was elected secretary. 
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Lynn Carney has been elected vice 
president of Paramount Fire Insur- 
ance Company, a member of the 
Pacific National Insurance group, 
President John A. Steel of Pacific 
National and Owen M. Murray, 
Chairman of Par- 
amount, an- 
nounced. Mr Car- 
ney will be in 
over-all charge of 
developing the 
Paramount pro- 
gram nationwide 
and will be head- 
quartered in San 
Francisco. 





Lynn Carney 


Mr. Carney has 
had wide experience in the insurance 
and mortgage loan field. He began 


his career with the B. F. Carney Com- 


pany, a family owned mortgage loan, 
insurance and abstract agency in 
southwestern Missouri in 1929. He 
joined a leading insurance group as 
special agent in 1940 and has trav- 
elled extensively in the Middle West. 

Charles W. Mickle, president, 
Phoenix Title and Trust Company, 
announced the election of Rhes H. 
Cornelius and John M. Clements as 
executive vice presidents, to serve in 
that capacity with Merle L. Hartley. 

Robert E. Wellman has been 
elected vice president of the Queens 
County Savings Bank, Flushing, Long 
Island. He continues as mortgage 
officer. 

H. F. Whittle, president, H. F. 
Whittle Investment Company, Los 
Angeles, announced new executive 
officers of his firm. He continues to 
head the company as president with 
Hal G. Whittle, administrative vice 
president; Alexander A. Whittle, ex- 
ecutive vice president and treasurer; 
Bert J. Finburgh, vice president; and 
Stanley G. Whitney, Jr., secretary. 

The firm reported that in 1956 
over $14,000,000 in loans were made. 

Raymond F. Eisenhardt, vice presi- 
dent and treasurer of the Buffalo 


» 
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Savings Bank, was elected a trustee 
of Title Guarantee and Trust Com- 
pany, New York. Mr. Eisenhardt was 
a director of Abstract & Title Insur- 
ance Corporation, Buffalo, prior to 
the acquisition of 95 per cent of its 
capital stock by Title Guarantee and 
Trust Company. 

Friends of Earl Linn gathered at 
the Des Moines Club last month to 
pay tribute to his long and successful 
career in mortgage banking prior to 
his retirement. His firm, the Weitz- 
Linn Investment Co., Des Moines, 
has been absorbed by General Mort- 
gage Corporation of Iowa, the presi- 
dent of which, E. R. Haley, acted as 
toastmaster at the testimonial dinner. 


Mr. Linn was presented with a 
lifetime membership in the Des 
Moines MBA. A caricature of him, 
depicting some of his accomplish- 
ments in mortgage lending and vari- 
ous Civic activities such as the Drake 
Relays, was also presented. 





Above, left, Tom J. Murray, assist- 
ant vice president, New York Life 
Insurance Company, Chicago—one of 
the several companies Mr. Linn rep- 
resented during his business career 
—Mr. Linn, Mr. Haley, and John S. 
Corley, formerly treasurer of the 
Bankers Life Company, Des Moines, 
who also recently retired. 

Frank K. Haley, manager of agen- 
cies in the national title division of 
the Title Insurance Corporation of 
St. Louis, was elected a vice presi- 
dent and appointed director of busi- 
ness affairs. Stuart D. Hines, was 
advanced from associate manager to 
director of the division. Ralph Beh- 
rens, sales manager of the land title 
division, was named director of the 
local title division. 





New MembersinMBA 











CALIFORNIA, Oakland: McMillan 
Mortgage Co., Donald H. Martin, mana- 
ger; Oxnard: McMillan Mortgage Co., 
Thomas Watson, assistant vice president. 


COLORADO, Englewood: The First 
National Bank of Englewood, Earle L. 


Reed, assistant vice president. 


FLORIDA, Coral Gables: McCaughan 
Mortgage Company, Inc., J. W. Me- 
Caughan, president; Fort Lauderdale: D. 
R. Mead & Company, Robin Brown, vice 
president; Orlando: Citizens National 
Bank of Orlando, C. E. Davis, senior vice 
president. 


HAWAII, Honolulu: Honolulu Mort- 
gage Company, Ltd., Charles J. Pietsch, 
Jr.,. president. 


LOUISIANA, Shreveport: 
Pugh. 


MASSACHUSETTS, Boston: Warren 
Institution For Savings, Archibald Dresser, 
president. 


MICHIGAN, Lansing: Edward G. 
Hacker Company, Edward G. Hacker. 


Robert G. 


MISSOURI, St. Louis: The Boatmen’s 
National Bank of St. Louis, E. M. Lay- 
ton, assistant vice president. 


NEW HAMPSHIRE, Manchester: Man- 
chester Savings Bank, Charles S. Nims, 
treasurer. 


NEVADA, Reno: First National Bank 
of Nevada, E. J. Questa, president. 


NEW JERSEY, Camden: Camden Trust 
Company, Paul R. Mills, vice president; 


Perth Amboy: Perth Amboy National 
Bank, F. R. Steyert, president. 
NORTH DAKOTA: Fargo: Pioneer 


Mutual Life Insurance Company, W. T. 
Stevenson, president. 


TEXAS, Amarillo: American General 
Investment Corp., Ray Biggs; Beaumont: 
American General Investment Corp., Max 
G. Greiner; Dallas: American General In- 
vestment Corp., William V. Bergstrom; 
Ei Paso: American General Investment 
Corp., Charles W. Prather; Fort Worth: 
American General Investment Corp., James 
P. Cummings; Houston: Admiral Fire 
Insurance Company, W. M. Beale, Execu- 
tive vice president; Lubbock: American 
General Investment Corp., George S. Link, 
Jr.;  McFarland-Maisen Mortgage Com- 
pany; Guy C. Eagan, vice president; Mid- 
land: American General Investment Corp., 
L. E. Hill; San Antonio: American Gen- 
eral Investment Corp., James H. Cain; 
Tyler: American General Investment 
Corp., William L. Mullins; Waco: Amer- 
ican General Investment Corp., Sam J. 
McGlasson. 


WASHINGTON, Seattle: Western 
Mortgage Company, Willard E. Buckley, 
vice president. 
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Old Axiom Proved Wrong: a Prophet 
Is Honored in His Own Community 


Che old saying that a prophet is 
too often without honor in his home 
bailiwick was proved completely false 


as far as MBA President John F. 
Austin, Jr. is concerned. Recently 
MBA groups in his home state of 


Texas have been hosts to testimonial 
dinners paying tribute to him as presi- 
dent of MBA and, more particularly, 
for the work he has done. His home 
city of Houston was first when mem- 
bers of the Houston MBA sponsored 
a testimonial dinner at the River Oaks 
Country club. 

Ben H. Wooten, president of the 
First National Bank of Dallas, was 
guest speaker. 
Wilson, 
Association 


Robert president of the 


Houston was master of 
ceremonies. 
Arrangements were in charge of 
a committee including Frank Guth- 
rie of the First City National Bank, 
John Whitmore of the National Bank 
of Commerce, Garth Bates of the 
Realty Mortgage Co., and A. L. 
Raney of Mortgage & Trust, Inc. 
Dallas next when the Dallas 


MBA honored him with a dinner at 


was 
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the Statler Hilton preceding the 
MBA-SMU Conference. More than 
150 attended. Mr. Austin was pre- 
sented with Steuben glass candlesticks 
and a book recording the signatures 
of all attending. 


MOST COLORFUL CITY 
(Continued from page 56) 
Orleans is making its greatest growth 
in the industrial field, with industrial 
employment up 100 per cent over the 
pre-war level and the annual indus- 
trial payroll upped by more than 600 
per cent. It is now the center of the 
country’s largest aluminum production 
operation. As an oil center, too, New 
Orleans ranks in importance; among 
the important elements in the city’s 
industrial progress has been the re- 
markable expansion made by its petro- 
leum industry. That industry, in re- 
cent years, has learned how to operate 
in what once was considered the in- 
accessible marsh areas of the Southern 
part of the state. As a result, there 
are now more than 90 active oil fields, 
embracing more than 3,000 oil and 
gas wells, within a 100-mile radius of 


a 





the city. 

New Orleans is also noted for its 
natural beauty. The harmonious com- 
bination of ample rainfall and sun- 
shine, aided by a balmy climate minus 
the extremes in both summer and 
winter, fosters the growth of luxuriant 
plant life; and the city presents a 
park-like appearance. And with a 
climate that permits outdoor activity 
twelve months of the year, the oppor- 
tunities for recreation are unbounded. 
The night life of the city, too, is 
varied and unique. 

There is no need for a dull moment 
in New Orleans—no, indeed! 


PERSONNEL 


In answering advertisements in this column, 
address letters to box aumber shown in care of 
He —y a). SA 
111 West Washington Street, Chicago 2, [llinois. 














TOP SERVICING EXECUTIVE 
Large progressive mortgage company in 
southeastern United States has opening for 
top-flight servicing and accounting execu- 
tive. Write Box 414. 


Established mortgage banking company 
wishes to acquire a mortgage company in 
Delaware with a mortgage servicing ac- 
count. Write Box 416. 


Former project builder who has liqui- 
dated his business is now interested in a 
mortgage loan connection. Practical fe- 
miliarity with FHA, VA, and Conventional 
Loans. Write to Box 417. 











If you believe title insurance makes any mortgage a better 
mortgage (and it does) you can have insured titles 
just by asking for them. 


The present mortgage market encourages every mortgage 
maker or buyer to make title insurance a requirement. 


The protection your mortgages receive against hidden 
title defects; the advantage of guaranteed marketability; 
all the benefits of an insured title are yours... 

for the asking. 


Your needs receive thorough attention in twenty states when 
you contact Title Insurance Company of Minnesota. 
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title insvrance... 


Joes Ve roa’. 


fom leediicele)(-Mxiortgage business 


Why get “snowed under” with the details involved 
in a mortgage transaction by attempting to 
guard against every title defect and error yourself? 
The most successful bankers know it’s far 
easier, much safer and more profitable to let 

a Kansas City Title policy open the way 

for swift completion, sound investment, easy 
transfer. There’s no finer, faster way to 
increased traffic, and to speedier, more 

profitable mortgage transaction. 


Let an experienced Kansas City Title 
agent prove it to you today. 


Kansas City Jith 
968° CVG surance Company 


Capital, Surplus and Reserves Exceed $4,000,000.00 
Title Building, 10th and Walnut Streets 
Kansas City 6, Missouri 


BRANCH OFFICES: 

Baltimore, Maryland—210 North Calvert Street 

Little Rock, Arkansas—214 Louisiana Street 
Nashville, Tennessee—S.W. Cor. 3rd & Union Streets 
M his, T 40 N. 2nd Street 





The company fs licensed in the following states: Alabama, Arkansas, Colorado, Delaware, Florida, 
Georgia, Indiana, Kansas, Louisiana, Maryland, Mississippi, Missouri, Montana, Nebraska, No. Carolina, 
Ohio, So. Carolina, Tennessee, Texas, Utah, Virginia, Wisconsin, Wyoming, and in the 

Dist. of Columbio ond Territory of Alosko. 





